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The Status of the I. C. C. 
{Excerpt From 52 Ann. Rep. of I. C. C., pp. 25-27 (1939).] 


In view of the recent rather widespread discussion of the general 
subject, a word as to the status of the Commission as a governmental 
agency may be appropriate. To some students of government, the 
so-called ‘‘independent establishment,’’ to which category this Com- 
mission belongs, has been a source of vexation, mainly because not 
conforming to nicely-reasoned distinctions between the traditional triune 
functions of Government, and because it has the appearance of an 
‘*irresponsible’’ body not definitely answerable to any superior author- 
ity. Much is made of the alleged fact that it combines legislative, execu- 
tive, and judicial functions, and that at times the independent estab- 
lishment may have the office in the same cause of both prosecutor and 
judge. 

The independent establishment is a natural development in response 
to practical necessities of the legislative branch of the Government. 
There was need for the legislative control of certain matters by the Con- 
gress, but the field was so extensive and complex that it was impossible 
for the Congress to undertake such control in detail. The Congress has 
solved this difficulty, where it has arisen, by enacting certain general 
principles or rules, and then creating an independent agency for the 
application of these rules to particular circumstances or situations. 

In order that application of the general rules should be fair and 
impartial, the Congress has ordinarily required the agency, as a pre- 
liminary to action, to hold public hearings at which all concerned would 
have opportunity to present pertinent evidence. The Supreme Court 
has properly construed this requirement as involving the duty to base 
action on the records thus openly and publicly made. Moreover, the 
Congress has usually provided, as in the case of this Commission, that no 
more than a bare majority of the members should belong to the same 
political party, with staggered terms of office. The clear intent has been 
to create and preserve a nonpartisan and nonpolitical body. In many 
classes of cases the independent agencies are required to receive and 
pass upon important controversies in which some of the executive depart- 
ments are interested litigants. A large number of such provisions are 
found in the acts we administer, and the list is continually growing. __ 

It is not true that this results in an ‘‘irresponsible’’ body. This 
Commission is in fact responsible to three authorities. It is responsible 
to the Congress, to which it reports annually, and which can at any time 
change the general rules which it is the duty of the Commission to apply. 
It is responsible to the Federal courts, which can set aside action of the 
Commission, if they find that it has exceeded or misconstrued its powers, 
or if it acts arbitrarily. It is responsible to the President, in that he 
selects its membership with the advice and consent of the Senate, has 
power to remove members for inefficiency, neglect of duty, or malfea- 
sance in office, and can at will supplant members, when their terms 
expire. 
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The great bulk of the duties of the Commission are quasi-legislative, 
i, e., they consist of the application of a general rule laid down by the 
Congress to specific cases. A few are quasi-judicial, such as the award 
of reparation for damage caused by unlawful rates and charges. A 
few duties are quasi-executive in nature, as in connection with the en- 
forcement of statutory provisions or the Commission’s own orders. The 
admixture of these other functions comes about from the fact that they 
are intimately related to the legislative duties, and require the same 
special knowledge, experience, and time for investigation. All quasi- 
judicial action of the Commission is subject to judicial review within 
well recognized principles, and all quasi-executive action to the ultimate 
discretion of the Department of Justice. 

Confusion of thought has arisen because of the fact that in the per- 
formance of its quasi-legislative duties the Commission employs a pro- 
cedure which resembles that employed by the courts. But use of such 
procedure does not change the functional nature of the duty from the 
standpoint of governmental administration. It remains quasi-legisla- 
tive. Further confusion of thought is caused by the fact that the Com- 
mission performs certain duties which may be classed as administrative 
from the standpoint of its own work, but which are nevertheless inte- 
grally part and parcel of the performance of its quasi-legislative duties. 
Thus, regulation of rates for the future is clearly a duty of the latter 
character, but it involves incidentally the filing and supervision of pub- 
lished tariffs and the procurement of the information necessary to such 
regulation from accounting and statistical sources. 

As a result of long experience in and observation of public regu- 
lation of railroads and other public utility companies by both the Fed- 
eral Government and the States, we are able to say without hesitation 
that in such regulation the thing of supreme importance is to keep it 
most scrupulously out of politics. Domination or influence of the regu- 
latory body by either the executive or the legislative branch of the Gov- 
emment is certain to bring it within the political sphere with results 
unfortunate if not disastrous. 











The Railroad Problem 
{Excerpt From 52 Ann. Rep. of I. C. C., pp. 1-25 (1939).] 


During the year the ‘‘railroad problem’’ became increasingly acute, 
There are insistent demands that the Government do something to 
‘*solve’’ it. All manner of solutions have been proposed, but public 
opinion has not as yet concentrated upon any course of action. 

The ‘‘problem’’ in this country is the product of railroad poverty. 
In its present phase it emerged with the beginning of the general eco- 
nomic depression about 8 years ago. Conditions grew rapidly worse 
until 1933, and thereafter slowly improved. In 1936 and the first part of 
1937, ultimate recovery seemed visible on the horizon, but about 1 year 
ago, a serious relapse set in. 


NATURE OF THE PROBLEM 


A “‘railroad problem’’ is not peculiar to our own time or our own 
land. The more accurate term is ‘‘transportation problem.’’ Every 
nation and every time has one of its own. They differ in character and 
intensity, but our own present problem is paralleled today in Great 
Britain, and similar problems exist all over the world. Here the back- 
ground is the fact that the railroad industry has been one of our great- 
est institutions. Upon the transportation which it furnished, the nation 
has been built. Billions of dollars have gone into the industry, to a very 
great extent in the belief that it was a place where savings could safely 
be invested. Directly or indirectly, the larger part of our population has 
a financial interest in it. Eighteen years ago it gave employment to as 
many as two million persons. It has been one of the great consumers of 
both raw materials and manufactured products. 

At the present time, railroad companies operating about 31 percent 
of the total mileage are in bankruptcy or receivership. Of the remain- 
der, only a fortunate few are paying dividends. A considerable num- 
ber have been saved from bankruptcy for the time only by Government 
loans. Less than a million persons are now employed. A considerable 
mileage has been abandoned, and many other abandonments are in pros- 
pect. New construction is practically at a standstill. Purchases of ma- 
terials, supplies, and equipment have been curtailed drastically. Ade- 
quate maintenance of the properties has in many instances been 
sacrificed. 

Those who put their faith in the industry, including both investors 
and employees, are disheartened. Among the investors who have suf- 
fered severely are insurance companies, savings banks, and other fiduci- 
ary institutions. The curtailment of railroad purchases has been one of 
thé important factors tending to intensify and prolong general indus- 
trial depression. These conditions have generated the widespread de- 
mand that the Government ‘‘solve’’ the ‘‘problem.’’ 


Tue Causes 


For the disorder, certain primary causes are responsible, aggra- 
vated by contributory factors. It is clear that railroad ills have been 
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precipitated by an abrupt and continued decline in demand for railroad 
services, unparalleled in severity and duration. Taking ton-miles and 
passenger-miles as the measure, and using the average of 1923-25 as the 
base (100), the ton-mile index reached a low point of 49 in August 1932, 
and the passenger-mile index, a low point of 36 in March 1933. The 
freight index then rose gradually to 99.2 in March 1937, and the pas- 
senger index, to 69.6 in December of that year, but the former dropped 
to 65.7 in May of this year and the latter to 53.7 in August. 

The general industrial depression was the primary cause of this fall 
in demand, but to the great depth of the fall another cause contributed 
heavily—the great increase in recent years in competition from other 
forms of transportation. The facts in regard to this are so well known 
that they need not here be recounted. Other adverse influences which 
have operated against railroad traffic, not so well known but neverthe- 
less of considerable importance, have been a tendency toward the decen- 
tralization or spreading of industrial operations, with consequent de- 
crease in the amount of transportation required for inbound raw mate- 
rials and outbound manufactured products; the substitution of natural 
gas, hydro-electricity, and fuel oil for coal and the improved use of coal 
itself; the substitution, particularly in building operations, of products 
requiring short hauls, like cement, for products requiring long hauls, 
like steel, stone, or lumber ; and the decline in tonnage of our exports and 
imports. 

What has happened to the railroads with respect to traffic is strik- 
ingly illustrated by the fact that in 1936, when the index of indus- 
trial production averaged 105 percent of the 1923-25 base and reached 
121 in December, the ton-mile index was 83.8 and the passenger-mile 
index, 61.1. In 1936, indeed, the railroads handled somewhat less freight 
traffic and much less passenger traffic than in 1916, although in the 20 
intervening years the investment in their properties had increased by 
more than 8 billions of dollars. In considering these figures, it should 
further be borne in mind that the competition of other forms of trans- 
portation has decreased railroad revenues even more than traffic, for 
much traffic has been retained only by making reductions, often severe, 
in competitive rates. 

The chief contributory factor to railroad distress, as distinguished 
from primary cause, has been the great volume of indebtedness. From 
its beginning the railroad industry has used borrowed funds in large 
proportion in the creation of its properties, with the result that the re- 
turn paid to investors has to a very considerable extent taken the form 
of fixed interest on bonds instead of dividends on stock. There is no 
legal obligation to pay dividends, so that failure to earn them results 
only in loss for the time being to stockholders. But fixed interest is a 
contractual obligation, and failure to pay it may result in bankruptey or 
receivership proceedings. Dividends and interest have been called the 
“wages of capital.’’ When railroad earnings dropped with the great 
fall in the demand for their services, they could and did suspend pay- 
ment of the portion of such wages represented by dividends, where neces- 


1See H. Doc. No. 583, 75th Cong., 3d Sess. 
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sary, but they could not suspend the portion represented by interest 
without default in enforcible legal obligations. In view of the relatively 
large volume of their indebtedness,? therefore, many railroads have been 
driven into receivership or bankruptcy, and many more have curtailed 
expenditures drastically, often to the detriment of their properties, to 
escape such proceedings. This has been the most demoralizing feature of 
present railroad ills, and the one that has particularly attracted the 
attention of the country. 

Another contributory factor to railroad distress has been financial 
exploitation or abuse in the past. The New Haven, the Frisco, and the 
Seaboard Air Line are illustrations. The two latter have always suf- 
fered, among other things, from overcapitalization in the worst sense of 
the word. The New Haven has suffered from ill-advised investments at 
extravagant prices in the securities of trolley, steamship, and other rail- 
road properties during the Morgan-Mellen regime. Another illustration 
of financial abuse is the extravagant use of capital funds by certain 
eastern railroads in the 20’s in the purchase of stocks of other railroads, 
in an endeavor to build up large systems or to forestall such efforts on the 
part of others.* These and other similar abuses have had a weakening 
effect on some railroads and have made it more difficult for them to bear 
the fall in demand for their services. 

Other factors contributory to railroad ills were the failure of the 
managements for some time to appreciate the danger impending from 
the competition of other forms of transportation, and to adjust service 
and rates to forestall or meet it; the fact that owing to their lack of 
credit in recent years, most of the railroads have been unable to modern- 
ize their equipment and facilities to the extent desirable ; the construction 





2Certain misunderstandings in waped to this matter merit comment: 

(1) The large amount of railroad debt and fixed charges is not the same thing as 
“overcapitalization.” The latter word is often used to describe an excess of capital- 
ization, i.e., amount of stock and evidences of indebtedness outstanding, over cost 
of properties, a situation caused ordinarily by the issue of “watered” stock. The 
railroads in the aggregate are not overcapitalized in that sense. The word is also used 
to describe an excess of capitalization over value of properties. Using as a measure 
“rate-making value,” i.e., the amount on which the railroads are entitled as of right 
under the Constitution to an opportunity to earn a reasonable return, they are not 
overcapitalized. If commercial value, based upon present earning power, be used as 
the measure, they are overcapitalized, assuming the apparent estimate of that value 
in the present stock and bond market to be correct. However, this has not always 
on so, and such estimates fluctuate continually and rapidly with changing con- 

itions. 

(2)_ This Commission had no control over the issue of railroad securities prior 
to the Transportation Act, 1920. In some quarters there seems to be an impression 
that no improvement in the debt situation was accomplished after the passage of that 
Act, and even that the Commission encoura and promoted the issue of bonds in 
preference to stock. This is not the fact. From the end of 1920 to the end of 1936, 
stock increased $1,087,000,000 and bonds, $776,000,000. Investment in road and equip- 
ment increased $5,583,000,000. The ratio of funded debt to such investment was 56.7 
percent in 1920, and 47.3 percent in 1936. e amt 

(3) The impression also prevails that if the railroads had established sinking 
funds for all of their bonds, outstanding funded debt would have been much less 
than it now is. Such funds could — have been accumulated out of earnings. As 
the figures under (2) above indicate, the railroads have ploughed back large amounts 
of surplus earnings into property. If such earnings had been, depleted by accumu- 
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of expensive passenger stations, such as those in Cleveland and Cincin- 
nati; and the underlying fact that many railroad lines in the past were 
improvidently planned and projected, and some of them should never 
have been built. The coincidence of an increase of about 8 percent in 
railroad wages in the latter part of 1937 with an unanticipated precipi- 
tate fall in traffic aggravated and magnified the unfavorable financial 
results of that fall. 


PROPOSED REMEDIES 


All manner of remedies for railroad ills have been suggested. 
Many may be classed as nostrums, but others are worthy of attention. 
The trouble with most of them is that they are the product of limited 
information and a certain predisposition of opinion. 

Less regulation.—The thought has been fathered by the railroads 
and is accepted by many investors that regulation has been carried 
beyond proper bounds. The chief complaint is that we have not allowed 
sufficient freedom in increasing rates, but there is also complaint that we 
have unduly hampered the managements in other respects with all man- 
ner of restrictions and requirements and by ponderous and slow 
procedure. 

It is for others to pass judgment upon these complaints, and we shall 
merely recount certain facts. After the return of the railroads to private 
control in 1920, the Commission allowed them to make unprecedented 
increases in rates and fares,‘ in accordance with their desires, on top of 
already heavy increases which had been made during Federal control. 
The new rates had hardly gone into effect before business slumped and 
the railroads themselves began to reduce many of them. In 1921, the 
industries of the country with practically one voice asked for a general 
reduction, on the ground that the rates were stifling trade. In 1922, we 
reduced the increased rates by 10 percent, wherever they had not already 
been voluntarily reduced that much or more. The reduction coincided 





lation of sinking funds, to that extent they would have been unavailable for in- 
vestment in property and the issuance of additional securities would have been 
tequired. The normal inability of many railroads to market new stock would have 
made it necessary to issue additional bonds for this purpose. 
3Much has been said in this connection about the operations of holding com- 
nies, particularly the Alleghany Corporation and others organized by the Van 
weringens and the Pennroad Corporation, affiliated with the Pennsylvania Rail- 
toad. It is to be noted, however, that while the operations of the latter harmed the 
stockholders of the Pennsylvania and others who were induced to invest in Pennroad 
stock, they had no directly harmful effect on the financial structure of the Pennsyl- 
vania or any other railroad. In part this is true of the operations of the Van 
Sweringen holding companies, to the extent that they were financed by the sale of 
their securities to the public. On the other hand, by way of illustration, the 
Pennsylvania Railroad was harmed by the acquisition of the Lehigh Valley and 
abash stocks, which were purchased through a wholly-owned holding compan 
which the Pennsylvania provided with funds for the purpose, and the Baltimore 
hio was harmed, so far as its financial structure is concerned, by similar purchases 
of Reading stock and other securities. 
‘Freight rates were increased 40 percent in the East, 35 percent in the West 

(except mountain-Pacific territory), 25 percent in the South and in mountain- 
Pacific territory, and 33% percent between territories. 
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with an upturn in business. We refused to reduce the passenger fares, 
which in 1920 we had permitted to be increased to 3.6 cents per mile 
plus a pullman surcharge. It is now generally agreed that the manage- 
ments were guilty of a grave error in judgment in maintaining these 
high fares for more than a decade thereafter in the face of continually 
falling passenger traffic. 

After 1922, no general increase in railroad rates was sought until 
1931. The railroads in the western district did in the meantime seek a 
horizontal increase of 5 percent, and this was denied, but only on the 
ground that an indiscriminate increase in all rates had not been justified 
in view of the manifest need for a discriminating readjustment of the 
rate structure. It was later charged that in this period we ‘‘ whittled 
down’’ many individual rates, but the record showed that we had as often 
sanctioned increases as required reductions. During this period, the 
railroads in general prospered, and very liberal expenditures for main- 
tenance on the part of many were impelled by the threat of the recap- 
ture clause of the Transportation Act, 1920, which clause has since been 
repealed. . 

In 1931, at a time when traffic and the general price level both were 
falling every day and competition with other forms of transportation was 
growing apace, the railroads sought a horizontal increase of 15 percent 
in all rates. In the circumstances we found that rates so increased 
would be unjust and unreasonable, but we did authorize a comprehen- 
sive system of lesser emergency surcharges. These expired in October 
1933, but similar surcharges were renewed by our authorization in April 
1935, and remained in effect with some modifications until the end of 
1936. Many months in advance of the expiration of the surcharges we 
warned the railroads of the need for proposing a well-considered rate 
revision in lieu of these emergency surcharges, and they submitted a 
revision, designed to meet their future needs, shortly before the extended 
expiration date. 

We approved most of these increases, especially on heavy basic com- 
modities, in October 1937. By that time, however, the railroads had 
agreed to a considerable increase in wages, had suffered substantial 
increases in prices and taxes, and the bottom had begun to fall out of 
their traffic. This combination of circumstances had so disastrous an 
effect on net earnings that they came forward with a proposal for a hori- 
zontal increase of 15 per cent in all freight rates, including those which 
had just been increased. ; 

This proposal was in many respects like that of 1931, especially in 
the fact that it coincided with a severe decline of traffic. Circumstances 
differed in that there was less tendency to a decline in prices generally; 
wages had been increased by about 8 percent, whereas in 1931 they were 
about to be reduced 10 percent ;> and there had been a heavy increase n 
taxes. We did not attempt to compensate for the abnormal drop in 
traffic, but did undertake to compensate for what appeared to be perma- 
nent increases in expense. In March 1938, we permitted most rates to 
be increased by a net 10 percent, taking into consideration the increases 


5This “deduction” had been restored prior to the 8 percent increase. 
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of 1937, except that the rates on most farm products and lumber were 
increased only 5 percent. 

After 1922, we permitted the railroads to maintain passenger fares 
at 3.6 cents per mile plus the pullman surcharge, until the western rail- 
roads voluntarily reduced the coach fare to 2 cents and the pullman 
fare to 3 cents, and the southern railroads made similar reductions (ex- 
cept that the coach fare was made 1.5 cents), and until the success of 
these experiments had been demonstrated. Thereafter, in 1935, we 
required the eastern railroads to reduce their coach fare to 2 cents and 
the pullman fare to 3 cents, with good results. In July 1938, however, we 
permitted these railroads to increase the coach fare to 2.5 cents for an 
experimental period of 18 months, with results which so far seem 
unfavorable. 

This is the record with respect to the major rate increases since 1920. 
Opposed to the opinion of the railroads and investors that larger increases 
should have been permitted stands the sincere conviction of a large pro- 
portion of those who ship freight that many of the rates have become too 
high for either the railroads’ or the public’s health. The railroads have 
made much of the fact that average ton-mile revenue fell each year from 
1923 to 1937, and that in the latter year it was only 31.5 percent above 
the 1916 level. Such comparisons are misleading, for the fall in the 
average since 1923 has been caused largely by the fact that in recent 
years the railroads have voluntarily reduced many rates to meet high- 
way, water, and pipe-line competition, and have increased the severity 
of competition between themselves. The rates, however, on the traffic 
which still is affected little, if at all, by such competition have stayed up.® 
It is of these noncompetitive rates that shippers complain. 

There is gross exaggeration in the idea that every act of the rail- 
roads is subject to regulation. The railroads have a large degree of 
initiative in the making of their rates, and have freely made a multitude 
of reductions to meet competition. We have no power to control their 
passenger service, and exercise very little control over their freight ser- 
vice. They select and pay their officers without supervision or hin- 
drance. Nor do we undertake to tell them what equipment and supplies 
they may buy, how they shall operate their shops or maintain their 
tracks, what rails, ballast, and ties they shall use, what stations or other 
buildings they shall erect, what construction contracts they shall let, or 
how they shall manage their affairs in many other ways. The pattern 
of their regulation is in no way unique, but is substantially the same as 
is now applied generally throughout the country by the States or the 
Federal Government to other public utility companies. 





_ &The railroads have without protest also permitted widespread publicity indicat- 
ing that average ton-mile revenue is lower in this country than in many foreign 
countries and drawing the conclusion, expressly or by implication, that American 
railroads are superior in economy and efficiency. This conclusion cannot age 4 
drawn from such data, as average ton-mile revenues vary widely with the lengt 
of the haul and the character of the traffic. In foreign countries, the average haul 
is usually much shorter, more low-grade freight is carried by water, and the dis- 
tinction which we make between express and freight is not maintained. 
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Some have gone so far as to suggest that in view of the competition 
in transportation which now exists, it might be well to dispense with 
regulation. The railroads have never joined in that suggestion. Sig- 
nificantly, important classes of carriers which have been free from Fed- 
- eral regulation have of their own volition sought its protection. The 
Motor Carrier Act, 1935, was favored by the organizations of both the 
truck and the bus industries, and since its passage our rate-making 
powers thereunder have been invoked much more often by the motor 
carriers themselves than by the shippers. Similarly the air carriers were 
urgent in their support of the Civil Aeronautics Act, 1938. These two 
acts provide for the motor carriers and the air carriers, respectively, a 
system of regulation which is, if anything, more comprehensive than 
that which has been provided for the railroads. 

Our procedure is in some respects slower and more cumbersome than 
we would like. In the exercise of the administrative process we are 
bound by the law of the land. We have learned by experience, as a 
result of many court reviews of our decisions, that we must exercise great 
care in the making of records and in the drafting of our reports. Those 
who seek reductions in railroad rates, however, have suffered much more 
severely from delays than have the railroads when seeking increases. The 
latter proceedings have been expedited at the expense of other work, and 
have been heard and decided as rapidly as their complexity and import- 
ance would permit. The industries and people of the country are vitally 
affected by nation-wide, horizontal increases in rates. They are entitled 
to a fair hearing before such increases are approved. They cannot be 
heard in the twinkling of an eye, and the evidence submitted must be 
considered. 

Wages and working conditions—There is a considerable body of 
opinion to the effect that the railroads are suffering from labor condi- 
tions that are arbitrary or unreasonable. This subject is beyond the 
province of this Commission, and statutes which we do not administer 
provide for the settlement of such controversies. 

Financial reorganizations.—Many entertain the view that the great 
trouble with the railroads is their heavy load of indebtedness and fixed 
charges, which precipitates or threatens bankruptcies and destroys or 
impairs credit. They believe, therefore, that an adequate solution of the 
‘*railroad problem’’ will be found if this burden can be removed or at 
least greatly reduced. As has been seen, railroads operating 31 percent 
of the total mileage are now in bankruptcy or receivership, and hence on 
their way to financial reorganization, at least two other important car- 
riers (the Baltimore & Ohio and the Lehigh Valley) are endeavoring to 
secure a reduction of fixed charges through voluntary arrangements 
with their creditors, and it may be that still others will be able to effect 
reorganization through one or the other of these routes. 

That such reorganizations will be helpful is quite clear. That they 
will constitute an adequate remedy for railroad troubles is not at all 
clear. While the present heavy indebtedness has been an important 
contributory factor to railroad distress, it has not been a primary cause, 
and reduction of the indebtedness will not go to the root of the matter. 
* Those who particularly regard ‘‘going through the wringer’’ as the 
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means of railroad salvation contend that the new capitalization of a 
reorganized railroad company should be based primarily on the com- 
mercial or market value of the property, dependent on present and pro- 
spective earning power; that such value will now usually be found to be 
much below the recorded investment in the property and well below its 
“rate-making value’’; that the new fixed charges should not exceed an 
amount which it is reasonable to believe could be paid in a period of 
depression; and that no securities of any class, bonds or stock, should 
be issued, unless it is reasonable to believe that in a normal period a 
return would be earned thereon. In most instances such a process of 
reorganization would wipe out the present stock equity, and perhaps the 
interests of some junior creditors. 

If it be true that commercial value based on present and prospective 
earning power is well below both investment and ‘‘rate-making value,’’ 
the conclusion necessarily follows that much of the existing property is, 
and will continue to be, operated at a loss. Obviously, also, no com- 
pany can long continue to operate all of the existing property in such 
circumstances. The margin of safety is much too slight; the part of the 
property that can be operated at a profit cannot stand the strain which 
the inevitable fluctuations in traffic would throw upon it. Some of the 
load must be dropped, which means the discontinuance of unprofitable 
operations, to a considerable extent at least. The conditions which re- 
quire a drastic shrinkage in capitalization will sooner or later require 
a like shrinkage in properties operated. In the absence, therefore, of 
improvement in the basic conditions which determine earning power, 
financial reorganizations cannot avoid the abandonment of much rail- 
road property and consequent loss in railroad employment and service. 

It may also be stated with assurance that if railroads are to be 
operated successfully under private ownership, they must have earnings 
sufficient to make not only their bonds but also their stock attractive to 
investors. Otherwise debt will mount until the bonds lose their attrac- 
tion and the carriers will again be on the road to bankruptcy. The sys- 
tem of private ownership and operation is dependent on the profit 
motive and will not work well unless, sooner or later, profits are forth- 
coming. 

The holders of railroad bonds with few exceptions and many of the 
holders of railroad stocks bought for purposes of conservative invest- 
ment. No one can contemplate the wiping out by reorganizations of the 
equities or interests of large groups of such holders without keenest 
regret. Such exclusions have been and will be necessary in not a few 
instances, but anything that can be done to minimize their number and 
importance is much to be desired. It is also to be borne in mind that a 
majority of railroad companies have so far been able to carry on, not- 
withstanding the prolonged depression, without bankruptcy or receiver- 
ship but with impaired financial health. Their welfare also demands 
improved conditions. 

For these and similar reasons it is clear that the ‘‘wringer’’ of 
drastic financial reorganization is not a complete, adequate, or wholly 
just answer to the ‘‘railroad problem,’’ necessary as it may be in many 
instances. 
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There has been dissatisfaction with the slowness of railroad reor- 
ganizations under section 77 of the Bankruptcy Act. Before that section 
was enacted, several railroad companies had gone into equity receiver. 
ship, where they still remain. Not one of them has been reorganized. 
This, however, is not a sufficient answer to the criticisms of the operation 
of section 77, for it was enacted in the expectation that it would, among 
other things, result in speedier reorganizations than had been customary 
under the equity procedure. 

The properties, as such, of the railroads in bankruptcy have gener- 
ally not suffered from the slowness of the reorganization process. They 
are in much better physical condition than they were when mainten- 
ance was being skimped in a desperate effort to keep out of bankruptcy, 
and it has also been possible to do more in the way of modernizing equip- 
ment. The failure to reorganize, however, is a hardship on the security- 
holders, and one that grows more grievous as time runs on. 

Three principal reasons account for the slowness in effectuating 
reorganizations : 

(1) The financial structure of most large railroad companies is 
exceedingly complex. There are usually many classes of creditors with 
widely varying claims variously secured by liens or collateral. To do 
justice in a reorganization to these numerous classes of creditors and to 
such classes of stockholders as may exist is a very difficult undertaking, 
and when a public tribunal has that task, much time is inevitably con- 
sumed in giving an adequate hearing and in assembling all of the perti- 
nent facts, in addition to the time which the security-holders themselves 
require in preparation for the presentation of their claims. The act 
requires the debtor to file a plan of reorganization with the Commission 
and permits other plans to be filed 


by the trustee or trustees, or by or on behalf of the creditors being not less than 
10 per centum in amount of | class of creditors, or by or on behalf of any class 
of stockholders being not less than 10 per centum in amount of any such class, or 
with the consent of the Commission by any party in interest. 


After such filing of plans, the Commission is required to ‘‘hold public 
hearings, at which opportunity shall be given to any interested party to 
be heard.’’ 

(2) Since the beginning of the depression, the future earnings of 
the railroads have been so impossible to forecast that the preparation of 
just and reasonable plans of reorganization has been extremely difficult. 
This may be illustrated by the events of the past year. After earnings 
reached the low point of 1932 they began a gradual ascent which con- 
tinued until the middle of 1937. The reorganization plans filed with us 
were prepared in the light of this apparent trend. The increase in taxes, 
wages, and other expenses in 1937, however, combined with the precip!- 
tate drop of traffic in the latter part of that year, had so disastrous an 
effect on net earnings that many of the carefully wrought plans virtually 
became obsolete over night. E 

(3) In the initial administration of any new law, legal questions 
arise which hinder progress until they are determined. Time is conse- 
quently consumed in the decision of the early cases, and oftimes in sub- 
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sequent litigation, which is not required once stable precedents have been 
established. 

We have endeavored to expedite the hearings in the numerous re- 
organization cases which are pending in every feasible way—often 
against the objection of many of the interested parties, and sometimes 
when all objected. The greater part of this preliminary work has now 
been done, however, and decisions are being rendered, as shown else- 
where in this report. 

Financial exploitation—Some voice the opinion that the underly- 
ing cause of the troubles of the railroads has been financial exploitation, 
and that if they can be freed from ‘‘banker control,’’ they will be on the 
path to recovery. That there have been grave financial abuses in the 
past from which various railroads have suffered is sufficiently shown by 
our published reports. For reasons already stated, however, we do not 
regard such abuses as a primary cause of present railroad distress, al- 
though in some instances they have been an important contributory 
factor. 

Banker influence on railroad managements has at times been 
marked, but not always bad, and there is little evidence that it is now 
dominant. For the time being the great railroad banker is the Recon- 
struction Finance Corporation. How to get directors of the right calibre 
and character with adequate time to give to the office is one of the serious 
problems of private management. There is an evident tendency to re- 
move railroad central offices from New York City, to relocate them in the 
heart of the territory served, and to choose directors from that terri- 
tory. This tendency is in the right direction. 

One means of protection against financial abuses for the future is 
constant vigilance on the part of the regulating authority. The record 
of the Commission in this respect is public. Prior to the World War, 
the investigations carried on by the Commission for the discovery and 
exposure of railroad financial abuses were noteworthy. When the rail- 
roads were taken over by the Government during the war period, how- 
ever, a statutory basis of compensation was adopted which required an 
extensive audit by the Commission of railroad income accounts. The 
return of the railroads to private control was accompanied by a guaran- 
tee of net earnings which required a similar audit. Furthermore, the 
Transportation Act, 1920, provided for a recapture by the Government 
of excess railroad earnings, which likewise necessitated such an audit. 
In consequence, our accountants were very largely engaged in such work 
from 1918 to 1933. They saved the Government many millions of dol- 
lars, but they were diverted from their normal duties, including investi- 
gation of financial practices. Moreover, when the recapture provisions 
of section 15a were repealed in 1933, Congress cut our appropriation, 
and consequently our force of accountants, in half. Since that time, also, 
the services of some, and often many, of our accountants have almost 
continually been employed by Congressional investigating committees. 

Notwithstanding these diversions from normal duties and the re- 
duction of the force, we were able to conduct extensive financial investi- 
gations of the Denver & Rio Grande, the Chicago, Milwaukee & St. Paul, 
and the New York, New Haven & Hartford railroads, as well as various 
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lesser inquiries of similar character. We brought to the attention of 
Congress, as early as 1929, the acquisition of control of various railroad 
companies by the Van Sweringen and Pennsylvania Railroad holding 
companies, and at the request of the House Committee on Interstate and 
Foreign Commerce we loaned accountants and other employees to assist 
in its subsequent investigation of this matter and, through our legisla- 
tive committee, aided in the drafting of the 1933 amendments to the 
Interstate Commerce Act which restrained such acquisitions for the 
future. The investigation of railroad financial practices by the Senate 
Committee on Interstate Commerce, which began in 1935, has likewise 
been aided by many persons in our organization, chiefly accountants, 
more than half of whom were at times engaged in this work. 

We can do even better and more effective work in the restraint of 
financial abuses in the future, if given an adequate appropriation and if 
circumstances permit the use of our accountants for their normal duties. 

Modernization of equipment.—The view is entertained in some 
quarters that railroad equipment and facilities are largely obsolete or 
antiquated, and that carrying out an extensive program of modernization 
would enable the railroads to regain much ground lost in competition 
with other forms of transportation. Such views are likely to be expressed 
by those whose experience is chiefly with the passenger operations of the 
railroads, rather than the freight operations, which are and always have 
been of far more importance than the former and remain the chief source 
of railroad revenues. 

Without intimate knowledge of this subject, as it is not within the 
immediate scope of our duties, we believe that railroad properties in 
general are less antiquated than some think, although capable of much 
improvement. A considerable number of locomotives and cars and much 
shop machinery could be replaced with modern equipment, if funds were 
available, with entire certainty of gain, and the same can be said of va- 
rious changes in track curvatures and gradients, and in rails, ties, and 
ballast. Other changes in equipment and facilities are probably de- 
sirable, but need more tests in actual operation to demonstrate their 
advantages. Still other changes are visible in the distance and hold forth 
much promise, but are in the laboratory stage. 

Much improvement in railroad passenger service has been made in 
the past few years, particularly in the air-conditioning of cars, speed, 
and the development of ‘‘streamlined’’ trains. The improvement has 
been more notable, however, in the field of long-haul, and particularly 
luxury, travel than elsewhere. The tendency is to abandon branch-line 
and short-haul main-line traffic to the bus and the automobile. In 
freight service there has been a great improvement in speed. The aver- 
age speed of freight trains, exclusive of switching, was 12 miles per hour 
in 1920 and rose to 21.7 miles per hour in 1937. Some freight trains are 
now operated at passenger-train speeds, and locomotives are changed 
much less frequently at division points. Many railroads are using trucks 
in lieu of local way-freight service with much advantage. 

The future seems to hold opportunities, among others, for electrifi- 
eation of lines with a high density of traffic, for other improvements In 
motive power, for reduction in the weight of equipment as special steels 
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or other metals are further developed, for widespread use of containers 
interchangeable with highway and water carriers, for the use of small 
gas-propelled or other motive-power units for branch-line service, and 
for the development of light, attractive, and comfortable self-propelled 
ears for short-haul passenger service. The railroads have suffered from 
the lack of a properly-equipped central research and engineering staff, 
such as many other large industries have, to concentrate on the develop- 
ment of better types of equipment and facilities and to promote a greater 
degree of standardization and simplified practice with respect, not only 
to the larger units of property, but also to materials and supplies. 

While both the need for and the benefits of ‘‘modernization’’ have 
been exaggerated, therefore, it does offer opportunities for solid and 
substantial gain, which can be realized if the necessary funds can be 
made available. 

Consolidation and coordination.—Our railroad service is provided 
by many large ‘‘systems’’ which are independently owned and operated, 
and by still more numerous smaller companies. Between the larger and 
also between many of the smaller communities, various of these systems 
are in keen competition. It is generally recognized that this situation is 
productive of a great amount of duplication and other forms of waste 
effort, and that large savings would result if this waste could be avoided. 
Two different methods of accomplishing this end have been advocated. 
For convenience, they may be called, respectively, consolidation and co- 
ordination. 

‘*Consolidation,’’ as the term is thus used, means an actual unifica- 
tion of companies under single ownership or control, so that they can be 
managed and operated as a unit. ‘‘Coordination,’’ on the other hand, is 
used to describe cooperative action in a common interest at particular 
places or with respect to particular matters, but without actual unifica- 
tion of companies. Illustrations of coordination, now in effect, are the 
handling of all railroad express service through the railroad-controlled 
Railway Express Agency’, the handling of all railroad sleeping and 
parlor car service through the Pullman Company’, and numerous union 
stations and terminal companies. 

The Transportation Act, 1920, contemplated the consolidation of 
the railroads of the continental United States into a ‘‘limited number of 
systems,’’ and directed the Commission to prepare a plan for such con- 
solidation, which it has done. The purpose in mind, however, was not so 
much to save expense as to bring the railroad carriers to something like 
a common level of financial strength, thus getting rid of the problem of 
the ‘‘weak sisters.’ In consequence, we were directed, in preparing the 
plan, to preserve competition ‘‘as fully as possible’’ and ‘‘ wherever prac- 
ticeable’’ to maintain ‘‘existing routes and channels of trade and com- 
merce,’’ directions which were quite incompatible with the attainment of 
maximum economy. Moreover, no means of enforcing the program were 
provided. Although the plan can be and has been changed, in our dis- 
cretion. it evidently has not been attractive enough to managements and 


__ 


TIn both instances the plan of coordination is capable of considerable improve- 
t. 
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controlling interests to impel much voluntary action, and hence it has 
never been carried to fruition, although there has been some measure of 
accomplishment. 

Attention has been directed to consolidation by what was done in 
Great Britain, following the World War. There the railroads were 
‘‘amalgamated’’ into four regional, but materially overlapping, systems. 
The area of England, Scotland, and Wales is 88,745 square miles, as 
compared with 3,026,789 square miles in the continental United States 
(exclusive of Alaska), and in the latter there are about 12 miles of rail- 
road main track for every mile in Great Britain. Under the British 
constitutional system, moreover, Parliament could accomplish the amalga- 
tion without regard to fundamental obstacles present in our system. 
Even with these favorable conditions, difficulties arose which required 
much time to overcome. The task would be far less simple here. After 
the amalgamation, much competition between the systems still remained, 
and to eliminate the duplication and waste which this involved, co- 
ordination was brought into play. That is to say, with the consent and 
approval of the Government pooling agreements were entered into 
covering all competitive traffic. More recently, in the London area, by 
direction of Parliament wholesale consolidation and coordination have 
brought all manner of passenger transport service under one operating 
body. ‘ 

Various possibilities in connection with consolidation or coordination 
or both may be considered. The extreme possibility is consolidation of 
all of the railroads of the continental United States into a single system, 
which would, of course, render unnecessary the consideration of coordina- 
tion. Two nation-wide but competitive systems have also been suggested. 
Another plan which has received much attention would consolidate the 
roads into 7 systems, 2 in the East, 2 in the South, and 3 in the West. 
It could, as in Great Britain, be accompanied by coordination, in the 
form of pooling, with respect to competitive traffic. Other possible plans, 
such as were proposed in great detail by the Federal Coordinator of 
Transportation during his term of office (1933-1936), would lay more 
stress on coordination, leaving consolidations to the voluntary action of 
the railroads, subject to our supervision, or compelling them only in 
individual cases, as occasion might seem to require. 

These possibilities have varying advantages and disadvantages. 
Theoretically, the duplications and waste now characteristic of our rail- 
roads could be wholly eliminated, if they were consolidated into a single 
system. Practically, such a consolidation could be accomplished only by 
compulsory legislation. It would be difficult to draft such legislation 
so that it would stand the test in court, more difficult to obtain its enact- 
ment, and still more difficult to carry it into effect. Once put together, 
the system would be so huge that some fear that its efficient management 
would be a job for supermen. Certainly new and untried methods of 
organization would be required. There are those who believe, with some 
reason, that the intimate attention which good executives of compact 
railroad properties can give to employees, patrons, and the details of 
management may be worth as much, from the point of view of economy, 
as the savings made possible by great consolidations. To accomplish 
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savings on any large scale, also, would involve a concentration of traffic 
over the best routes, which would leave on secondary channels many com- 
munities now located on main highways of commerce. 

Similar objections may be offered to the consolidation of the roads 
into 7 huge systems, or some like number. In addition, such a plan would 
deprive a multitude of communities of railroad competition, but leave 
others in enjoyment of it. The present uneven distribution of competi- 
tion would be accentuated, with enhanced danger that population and 
business would tend to concentrate at the favored points. 

Resort to coordination, in preference to consolidations on any grand 
seale, would involve much less concentration of management and dis- 
turbance of general competitive conditions. The chances that much 
could be accomplished without compulsion would be greater, and any 
necessary legislation could be kept very largely within the limits of the 
regulatory power, without confronting the Government and the carriers 
with the financial problems necessarily encountered in any extensive 
program of compulsory consolidation. On the other hand, consideration 
of innumerable time-consuming details would be required. 

Both consolidation and coordination are certain to encounter strong 
opposition. They are popular only with such railroad executives as 
believe they might survive the process without loss of position or prestige. 
Railroad employees are hostile, because they fear loss of employment. 
Many communities are inclined to opposition, because of apprehension 
that they might suffer some impairment of status as centers of railroad 
activity. Public opinion generally is suspicious of any limitations on 
competition. 

We have no doubt that the present railroad set-up, with its great 
number of independent individual carriers, is inherently and seriously 
wasteful in many respects, and that real and important opportunities 
exist for greater economy and efficiency of service through consolidation 
or coordination or a combination of both. If the railroads were in the 
exuberant health of youth and the dominant factors in transportation 
which they used to. be, such opportunities might be ignored. But that 
day has gone, and the choice of the railroads is between continued 
retrogression and the marshalling of all resources in an endeavor to 
progress, if possible, and at least to hold their own. The opportunities 
which consolidation and coordination present must be utilized. Many 
practical difficulties stand in the way. Our general views as to how they 
may best be overcome are indicated hereinafter. 

Competition.—As stated above, we regard the extraordinary increase 
in transportation competition as a primary cause of railroad ills. Whether 
it realizes it or not, the country has in fact experienced a transportation 
revolution in a very short space of time. The automotive highway vehicle 
has been the principal factor in this revolution. In the carriage of 
persons, it is now by far the most important means of transportation, and 
in the carriage of property it is growing in importance every day. While 
this remarkable development was taking place, the Panama Canal and 
the construction or improvement of many inland waterways added 
greatly to the sum total of water transportation, pipe lines were vastly 
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extended and put to new uses, and air transportation was born and grew 
like Jack’s bean stalk. 

This transportation revolution has been characterized, also, by a 
tremendous growth of private transportation, as distinguished from 
common carriage for the public. Such private transportation predomi- 
nates in the carriage of persons and has become a very large factor in the 
carriage of property. Many industrialists, including farmers, are served 
by their own motor vehicles or by contract carriers who do not serve 
the general public, and there is much similar transportation by water and 
air. 

Private capital and enterprise have been responsible only in part 
for this transportation revolution. The extraordinary development of 
highway transportation could not have been accomplished, save for the 
expenditures of billions of Federal and State funds in the construction 
and maintenance of a network of paved highways covering the entire 
country. Public funds have likewise been responsible for the building 
of the Panama Canal and for the construction or improvement of many 
inland waterways, harbors, and docks. Similar aid has been given to air 
transportation. 

The vast increase in the supply of transportation facilities thus ac- 
complished was made without any general plans, prevision of results, or 
attempt to shape or control them on the part of the Government. The 
railroads are not the only carriers that have suffered from the conditions 
so created. The bankruptcy of a large number of the railroad companies 
has attracted much attention, but the fact is that the same malady has 
afflicted motor carriers, particularly those engaged in the carriage of 
property, certainly to as great an extent. Their general financial con- 
dition has been most distressing, and this has also been true of water 
carriers and air carriers in general. The one exception has been the 
pipe lines, whose efficiency and low operating costs, together with favor- 
able business affiliations, have made them very prosperous. 

The carriers are engaged in a savage fight for business, and with 
little regard for relative operating costs. Broadly speaking, railroad 
terminal operations are so complex and expensive that for the shorter 
hauls the trucks have an advantage in economy as well as in flexibility 
and convenience of service. So far as economy is concerned, this ad- 
vantage diminishes as the length of haul increases, until it disappears 
and then is replaced by a disadvantage. Contrariwise, water carriers 
gain in economy with length of haul more rapidly than the railroads, and 
where they carry full cargoes long distances between ports, as in the 
ease of the coal, iron ore, and grain boats on the Great Lakes, the economy 
is so great that the railroads do not attempt to compete. However, keen 
competition exists in innumerable instances where one form of transpor- 
tation has a clear, and often a large, advantage in cost, and the other can 
exnect. at best, to earn only a margin over so-called out-of-pocket expense. 

The extent to which carriage on such a marginal basis is increasing 
is one of the alarming aspects of the present transportation situation. 
The nassenger traffic of the railroads, taken as a whole, is now handled on 
that basis, and so is the less-than-carload traffic, the express traffic, and 
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much other traffic which is moved on rates depressed by water or highway 
competition. 

While shippers have seemed to profit from the competitive reductions 
in rates, even this picture has its other side. The resulting instability in 
rates is a factor disturbing to business conditions. In the first annual 
report (1887) of the Commission, this statement was made, at page 6: 


Permanence of rates was also seen to be of very high importance to every man 
engaged in business enterprises, since without it business contracts were lottery 
ventures. It was also perceived that the absolute sum of the money charges 
exacted for transportation, if not clearly beyond the bounds of reason, was of 
inferior importance in comparison with the obtaining of rates that should be open, 
equal, relatively just as between places, and as steady as in the nature of things 
was practicable. 


This has remained true of transportation charges. In addition the 
competition is rapidly undermining the general basis on which such 
charges have from time immemorial been constructed. Railroad freight 
rates have never conformed to any set design, but there are two prin- 
ciples which have been rather consistently, although roughly, applied. 
One was to take into account what the traffic will bear. Stating it dif- 
ferently, consideration has been given to what has been termed ‘‘value 
of the service’’ as well as cost, with the result that a disproportionate 
burden has often been placed on commodities of relatively high value, on 
the theory that they could well bear such a burden for the benefit of 
commodities of lower value. The other principle—in reality a phase of 
the first—was to give a preference in relative level of rates, distance 
considered, to long-haul as compared with short-haul traffic. 

The application of these principles has tended to increase freedom 
of movement of traffic in general and has been favorably regarded by 
the country. Manifestly, however, to the extent that it has resulted in 
rates disproportionately high from a cost standpoint, it has provided 
opportunities for competitors that might not otherwise have existed. Cost 
of service is the touch-stone of competition, and consequently it is rapidly 
disrupting a rate structure which was built on other principles. Naturally 
the reduced motor-compelled rates of the railroads have been chiefly con- 
fined to the shorter hauls, with a consequent tendency to maintain, and 
even to increase, the rates for the longer hauls, which are much less 
vulnerable to such competition. No doubt this has been one of the im- 
pelling reasons for the movement toward decentralization of industry 
which has gained such headway. 

We have already adverted to the fact that the great increase in 
transportation facilities, so far as highway, water, and air carriage are 
concerned, has been produced to a very great extent by the expenditure 
of public funds. In determining the real cost and economic utility of the 
service which such facilities provide, these public expenditures must be 
taken into account. In considering a sound transportation policy for 
the nation for the future, the importance of this subject is manifest, 
particularly in view of the rapid growth of private transportation. It 
has been the cause of violent debate between the partisans of the various 
forms of transportation, but with the generation of more heat than light. 
The Federal Coordinator of Transportation, when he was in office, under- 
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took an exhaustive inquiry into these public aids to transportation and 
we are informed that the results of that inquiry will be published within 
the next few months. They should at least furnish the basis for a more 
discriminating consideration of this matter than has hitherto been pos- 
sible. 

This general description of present competitive conditions in trans- 
portation will provide the background for the further discussion of the 
subject which is included below. 


GENERAL CONCLUSIONS 


_ The ‘‘railroad problem’’ is the product of economic conditions. It 
is not the same problem today as in former years, because these conditions 
continually change. Some of the present conditions, especially the general 
industrial depression, are of recent origin and doubtless are temporary in 
character. Others, such as the extraordinary growth of other forms of 
transportation, have developed over a period of years, are permanent, 
and may be expected to wax rather than to wane. Still others, like the 
heavy burden of railroad indebtedness, have their roots in a distant past. 
It is quite idle to believe that a situation which has been created in this 
way can be ‘‘solved’’ out of hand, like a problem in geometry or a cross- 
word puzzle. The Government has no magic which enables it to sweep 
back the tide of economic change and reverse the results. 

Nor can the Government confine its attention to the railroads. Its 
concern must be the transportation welfare of the country. It has no 
more interest in one form of transportation as such than in another, and 
its objective must be to secure for the country the most efficient and the 
most economical system of transportation possible, regardless of the 
agencies used. It goes without saying that water carriers, motor carriers, 
air carriers, and pipe lines have all contributed greatly to the improve- 
ment of transportation, and that their welfare is entitled to equal con- 
sideration with that of the railroads. 

Basically, the financial condition of the railroads can be improved, 
apart from a Government subsidy, only by an increase in revenues or a 
decrease in expenses, or both. 

Improvement in general business conditions can do more than any- 
thing else to increase railroad revenues. Recently there has been such 
an improvement, with benefit to many of the railroads, and it may be 
hoped that this will continue and grow. With distinct limitations, reve- 
nues may also be increased by raising rates. The opportunities in that 
direction have been explored, and rates have, with our sanction,® been in- 


8The railroads have proposed changes in section |5a of the Interstate Com- 
merce Act, for the purpose of limiting our discretion in passing upon rate in- 
creases, so that upon proof of low earnings approval of such increases wou 
necessarily follow. We do not favor such an amendment, but suggest that the 
simple way to accomplish the real result desired would be to limit our authority 
to the fixing of minimum rates and the removal of unjust discrimination (using 
this term in its broad sense), leaving maximum rates to the discretion of the 
railroads. We venture to believe, however, that if such a change were made, the 
railroads would make limited use of the freedom so accorded. It is one thing to 
increase rates where the Government, through this Commission, shares the respon- 
sibility, and it is quite another thing for the managements, under present com- 
petitive conditions, to accept sole responsibility. 
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creased to the extent hereinbefore indicated. Further increases may at 
any time be proposed by the railroads. Revenues can be increased to a 
minor extent by appropriate amendment of existing statutes to remove 
the requirement for land-grant reductions in connection with the move- 
ment of Government traffic, and such an amendment we favor. Reduc- 
tions in rates may, under various conditions, add to revenues, but the 
railroads may now initiate such reductions, and this they have done very 
freely. 

Wages constitute the largest item in railroad expenses. Possible 
reductions in wages have received consideration in the manner provided 
by the Railroad Labor Act, with results which are a matter of recent 
history. Materials and supplies account for the remainder of operating 
expense, but the price level of commodities in general is not a matter 
which we are prepared to discuss. 

Thus far we have mentioned only the means of increasing revenues 
or decreasing expenses which might seem to offer some promise of quick 
results. There are, however, as we have seen, other means less direct 
and speedy in their operation, but nevertheless of much importance from 
the standpoint, not of immediate, but of ultimate results. The question 
is whether the Government can and should do anything to promote or 
require the utilization of such means. 

Modernization of equipment.—As already indicated, there is reason 
to believe that substantial opportunities exist for reducing expense and 
improving service, and hence for attracting more traffic and revenue, 
through the use of new motive power, cars, shop equipment, and perhaps 
other facilities. A committee made up of the chairman and two other 
members of this Commission in March of this year made a report (House 
Document No. 583, 75th Congress, 3d Session) to the President, at his 
request, in regard to the railroads and what could be done to help them. 
Among other things, it recommended that $300,000,000 be made immedi- 
ately available for Government loans to be used in the purchase of such 
equipment, the latter to furnish the security for the advances. 

This recommendation was made, we are informed, after a careful 
canvass of the situation which led the committee to believe that various 
railroads could and would use such loans, if made on sufficiently favorable 
terms, for purchases of immediate and substantial benefit to them, that 
the Government would suffer little or no eventual loss, and that the 
purchases would improve general business conditions materially. Under 
existing conditions, the use of Government credit for such a purpose 
and the accomplishment of such results is both defensible and desirable. 

Financial reorganizations should further a similar end by enabling 
carriers to regain credit from private sources, and have the added benefit 
of strengthening the morale of the managements. For the latter, life 
begins anew with release from the jurisdiction of a court and the burdens 
of a heavy indebtedness. 

Plainly the reorganizations of the bankrupt railroads must be 
pressed to completion as rapidly as possible. They must be of such char- 
acter that the reorganized companies can hope to withstand recurrences 
of industrial depression and to be able to market even new issues of stock 
under normal conditions. Every reasonable effort should be made to 
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protect existing security-holders, but not where their securities have 
clearly lost all value. The financial structures of railroads which con- 
tinue to escape bankruptcy may to some extent be improved by voluntary 
readjustments, and there is a further possibility of improvement in con- 
nection with subsequent consolidations. 

Consolidation, coordination, and competition—They make a serious 
mistake who regard the elimination of the wastes which are now inherent 
in the present railroad set-up and in the relations of all the agencies of 
transportation as a mere means of cheese-paring economy and depriving 
more men of work. Transportation success can never be the product of 
high rates and restricted service. As the makers of low-priced automotive 
vehicles fully demonstrated, there is no fixed amount of transportation 
to be performed, but rather an amount capable of indefinite expansion, 
provided the public can be offered sufficiently attractive service at a price 
which it is able to pay. Consolidation, coordination, and the better 
adjustment of competitive conditions will reduce transportation costs, but 
they can also open the door to the better service and lower prices which 
will create new business and employment. 

Again the question is: What can the Government do to promote the 
results desired? With respect to consolidation and coordination, there 
are two extreme points of view. On the one hand, it is proposed by law 
to force consolidation of the railroads into a single system, or into a very 
few systems. On the other hand, it is proposed only to abolish the present 
consolidation plan, leave the initiative in consolidations and coordinations 
wholly to the railroads, and permit them to do as they see fit, subject 
only to the veto of the Commission. 

We favor neither of these extremes. We do not believe that public 
opinion is ready for a spectacular major operation, such as is proposed in 
the first of these alternatives, or that its wisdom has as yet been sufi- 
ciently demonstrated. Nor do we believe that there is anything in their 
record which at all warrants a conclusion that the railroads can be 
depended upon to do what should be done wholly on their own initiative. 

The undertaking is one, we believe, which calls for active leadership 
by the Government, as the sole agency which has no special interests to 
serve but only the general public interest. At the same time, no fixed 
program is possible or even desirable. The recommendations of the 
President’s committee with respect to this matter in its report of last 
March were along generally sound lines. If these recommendations were 
followed, the way would be open, without any specific limitations, for 
consolidations such as the railroads might voluntarily initiate and as 
might be found to be in the public interest. In addition, we would have 
broad power to compel pooling of both earnings and traffic, and also 
eoordinations of other descriptions. 

No one can now be sure as to just what should be done, or how, and 
the undertaking cannot wisely be hurried. It calls for negotiation and 
consideration of details, and also for education of the managements, the 
employees, and the public in general. Projects of this character cannot 
be crammed down the throats of those who must carry them out or con- 
form to them. Legal compulsion can be used with advantage to bring 
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recalcitrants and stragglers into line, but not to drive hostile majorities 
into action. 

Much the same can be said of the present competitive transportation 
situation in general. If all of our present transportation facilities were 
blotted out and we could immediately substitute in their place a perfect 
system, undoubtedly each type of carrier would be used for the purposes 
for which it is best fitted, but not where some other type could better 
perform the service. In order to stimulate management, provisions might 
well be made for competition, but it would be confined carefully to 
situations where competition on comparatively equal terms is possible. 

Our present transportation system, however, has not been so created. 
Considered as a whole, it has not grown up under a grand plan or at- 
tempt at integration. In consequence, it is quite unlike a machine with 
each part specially fitted to its particular function and all working per- 
fectly together, but is little more than an aggregation of facilities, often 
ill suited to much of the work that they do and working at cross purposes 
or attempting mutual destruction more often than not. This is a common 
failing of human institutions and can be remedied only in part. The 
results fall so far short of the ideal, however, work such financial havoc 
with the carriers of all types, and are so inherently wasteful that an 
endeavor to improve these conditions, so that the carriers may furnish 
better service at lower cost and price with a consequent expansion of 
business, should stand well in the front of the transportation policy of 
the Government. 

It is of both urgent and continuing importance that the relative 
economy and fitness of the various types of transportation carriers or 
kinds of transportation be examined and determined as well as the vast- 
ness and complexity of the subject permit, with a view to encouraging 
and promoting the use of each for purposes which it can serve best and 
most economically, while avoiding such use as is merely harmful to 
agencies better suited to the work. This examination would discover 
and lead to the development of many opportunities for joint and cooper- 
ative use of the various carriers and types of carriers. The result, if 
successful, would not eliminate competition, but would avoid it when the 
wasteful and destructive results would outweigh any benefits. In effect- 
ing these improvements, the Government occupies a unique position in 
that it alone has power to prosecute such large-scale inquiries and to 
compel requisite action, while it is at once the party in interest and in a 
position of complete impartiality. It is the more necessarily a govern- 
mental function, because the Government has itself become so important 
a factor in the development of new transportation facilities. As pointed 
out. highway and inland waterway transportation are both largely de- 
pendent on the expenditure of public funds, and the same is true to a 
lesser extent of air transportation. Any appraisal of the relative econ- 
omy and real utility of the various types of carriers must clearly take 
into consideration the part of the capital cost which is borne by the 
Government and the extent to which this imposes a burden on general 
taxation. 

This Commission in its regulation of the rates of rail and motor car- 
riers and in certain other departments of its work, administers acts of 
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Congress which can do much to further the results desired. But the 
problem is broader than mere regulation of rates and services. The 
activities of the Government itself in the development of transportation 
facilities are involved, and further legislation may be required. There is 
wide opportunity for conferences and negotiations with carriers and ship- 
pers, and for the promotion of voluntary action on the part of those 
directly concerned. These promotional activities are clearly not of the 
class of functions which have been laid upon the Commission by Congress. 

This Commission is essentially a regulatory body. While its duties 
are chiefly quasi-legislative, as an agency of Congress, in the performance 
of most of them it necessarily functions somewhat after the manner of a 
court. Primarily it is occupied with the decision of a great volume of 
controversies, involving complicated issues of both fact and law, and 
requiring hearings, briefs, arguments, conferences, and ultimate de- 
cisions. Its discretion as to matters of general public policy is distinctly 
limited, even when it acts upon matters within the circumscribed area 
committed to it by Congress. 

The essence of the situation is that a virtual revolution in transpor- 
tation has occurred within a comparatively short period of time. No 
more extraordinary development of transportation facilities has ever been 
seen than has taken place in this country in the past 20 years. The 
results of this revolution have not been consolidated, and the revolution 
still progresses with attendant confusion and disturbance. There is need 
for readjustments between and within the different branches of the trans- 
portation industry, for consideration of present tendencies and their 
probable results, for the avoidance of uneconomic and wasteful practices, 
and in general for the determination, creation, and protection of the 
conditions most favorable to the development of a transportation system 
which will best serve the public interest. There is a field here both for 
continuing study and research and for active, aggressive, and consistent 
leadership on the part of the Government which has never been occupied. 
The real problem is to fill that void in the best possible way. 

Summary.—We have endeavored in this comparatively brief dis- 
cussion of a very large subject to point out the primary and contributing 
causes of what is called the ‘‘railroad problem’’ but is in reality a prob- 
lem affecting in much the same way all forms of transportation. We 
have analyzed and discussed various means which have been suggested 
for the improvement of these unfortunate conditions. We have, finally, 
set forth certain conclusions. We have not undertaken to propose any 
‘‘solution,’’ but rather to indicate the opportunities which exist for im- 
provement and what must be done, if these opportunities are to be 
utilized. The problem, as we see it, is not one which admits of any 
quick solution but is rather one which will succumb only to a well di- 
rected, well organized, and continuing campaign. It calls emphatically 
for the cooperation of the managements, security-holders, and employees 
of all types of carriers, shippers and other patrons, and the Government. 
We have not undertaken to specify how the campaign shall be organized 
and directed, or other details, believing that such matters can more ap- 
propriately be dealt with at other times and on other occasions, as the 
Congress may see fit to request our advice and assistance. 
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Progress in Administration of Motor Carrier 
Act, 1935 


{Excerpt From 52 Ann. Rep. of I. C. C, pp. 82- (1939).] 


In our report of last year we stated that one of the most pressing 
tasks of the Bureau was that of disposing of applications for certificates 
and permits under sections 206 (a) and 209 (a) (the ‘‘grandfather’’ 
clauses), but that means of expediting such work were under active con- 
sideration. These means were put into force during the current year. 
Evidence upon which practically all the grandfather applications will 
be disposed of has been adduced. Issuance of many certificates and per- 
mits has been delayed because of important questions of construction 
not yet decided. But since the work of procuring evidence has been 
substantially completed, final disposition of the grandfather cases is in 
sight. 

A promising beginning has been made in the accomplishment of 
one of the prime purposes of regulation, that is the establishment of 
stable and reasonable rates. In an investigation on our own motion, 
minimum class and commodity rates were prescribed for all motor com- 
mon carriers operating between the New York area and the Baltimore 
area. In like proceedings, such rates were prescribed within New Eng- 
land and between New England points and points in eastern New York 
and northeastern New Jersey, and also within what is known as central 
territory. In further proceedings of similar character, common carrier 
rates in other sections of the country are under consideration, and like- 
wise the rates of contract carriers in central territory. These proceedings 
were necessary, because of the desperate financial straits to which most 
of the carriers had been brought by competitive rate cutting. We believe 
that they will furnish the foundation for the establishment of stable and 
consistently adjusted rate structures. 

Progress has been made in the field of enforcement of the act. The 
details of these activities will be stated later, but special importance is to 
be attached to two particular classes of cases. One involved the Nation- 
wide prosecution of violators of the act generally known as travel bu- 
reaus. Those who were prosecuted were operating under the pretense 
that they merely bring together casual transporters on the one hand 
and persons willing to share the expense of travel on the other. It was 
shown, however, that the actual transporters were motorcar operators 
engaged in transportation as a regular occupation. Operations of this 
kind have often been characterized by flagrant misconduct, such as 
abandoning passengers in inconvenient and out-of-way places, and by 
serious accidents occasioned by lack of safety precautions. The success- 
ful prosecution of 39 such concerns has greatly reduced the prevalence 
of this particular form of evasion of the act and of the resulting injury 
to the public. 

The other group of cases involved the successful prosecution of 
shippers as accessories to violations of the act by motor carriers of prop- 
ertv. Tn many instances the carrier who grants rebates or concessions 
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does so reluctantly and only because of pressure upon him imposed by the 
shipper. In such instances the conduct of the shipper seems more 
deserving of condemnation than that of the carrier. Successful prose- 
eution of shippers in these cases has had a wholesome effect. 

In some of the cases and proceedings which have been instituted, 
constitutional questions have been raised and have been disposed of in 
favor of the validity of the act. 

In our preceding report, we stated that experience under the Motor 
Carrier Act, 1935, had shown the need for perfecting amendments, which 
would be covered in a special report to the Congress, as contemplated 
in Section 204 (a) (7) of that act. Pursuant thereto, on February 25, 
1938, we submitted a report to the Congress recommending sixteen spe- 
cific amendments to the Motor Carrier Act. After hearings before both 
Senate and House Committees, these amendments were adopted in sub- 
stantially the form recommended by us, and became effective on June 29, 
1938. The changes effected were mainly procedural, to permit of greater 
simplicity and informality in our procedure and to expedite and facilitate 
administrative action. Our experience under these amendments has as 
yet been too brief to permit of any complete appraisal of their efficacy, 
but there is every reason to believe that their effect will be beneficial. 

During the past year additional rules and regulations have been 
promulgated. Rules governing the transfer of operating rights under 
the provisions of section 212 became effective September 1, 1938. Effective 
January 1, 1938, we prescribed accounting classifications governing the 
forms of accounts to be kept by class I carriers of passengers and prop- 
erty. Later we prescribed regulations requiring monthly and quarterly 
reports from such carriers. It is gratifying td report that splendid co- 
operation with State authorities has been received in respect to these 
accounting regulations. In many States forms of accounts and of reports 
covering the intrastate operations of such carriers are required by State 
authorities. Since most large carriers are engaged both in interstate and 
intrastate operations, it was feared that a heavy burden might be placed 
upon them by the requirement that differing forms of accounts be kept 
and differing forms of reports be required. To meet this situation, in- 
formal correspondence was inaugurated with the State authorities with 
the result that in the case of all States, save one, in which forms of ac- 
counts are prescribed for intrastate motor carriers, the carrier will be 
required to keep but one set of accounts and that is to be in conformity 
with our requirements. 

During the year, rules governing hours of service were also pro- 
mulgated. These rules, in brief, prescribe that drivers of vehicles must 
have at least 8 hours of rest after 10 successive hours of driving and that 
the total hours on duty during any 1 week shall not exceed 60. They 
have been in effect since October 1, 1938, for carriers of passengers, but 
‘were postponed until December 1, 1938, in respect to the operations of 
carriers of property and further hearings have been assigned. Hearings 
have also been assigned in respect to the prescription of hours of service 
for private carriers. 

The safety regulations prescribed by us for common and contract 
carriers became effective last vear. Cooperation with State authorities 
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referred to in our last report has continued, with the result that any car- 
rier engaged in interstate or foreign commerce who complies with our 
safety rules will be in compliance with the rules of all the States with 
one exception. 

The accident reports required by your rules have begun to accumu- 
late so that it is anticipated that we will soon have data from which we 
will be able to obtain more accurate information as to the causes and 
means of prevention of accidents in motor-vehicle operation than has 
hitherto been available. 

There have been circulated for comments and criticism tentative 
revised tariff rules designed to improve and simplify the requirements 
as to the preparation and filing of rate publications. 

Considerable complaint has been made of the methods of charging 
for the transportation of household goods, some carriers charging by 
weight and others by cubic measurement. A general investigation of 
these practices was instituted by us and is now in progress, its object 
being to prescribe, if warranted, a uniform practice in this respect. 

The principal cases decided during the current year include a de- 
cision in Scott Bros., Inc., Collection and Delivery Service, 4 M. C. C. 551, 
finding that the operations of motor carriers under contract with rail 
carriers in terminal areas are not subject to regulation under part II of 
the Interstate Commerce Act but are included in the regulation of rail 
carriers under part I thereof. Our finding in the case of Acme Fast 
Freight, Inc., Common Carrier Application, 8 M. C. C. 211, was that 
such freight forwarders are neither brokers nor motor carriers, as those 
terms are defined in the act, although they are common carriers at com- 
mon law. 

In Bigley Bros., Inc., Contract Carrier Application, 4 M. C. C. 711, 
we found that the ‘‘common arrangement’’ referred to in the municipal 
area exemption (section 203 (b) (8) ) must be one between carriers. 

In D. L. Wartena, Inc., Common Carrier Application, 4 M. C. C. 619, 
we clarified our findings in the Carpenter Common Carrier Application, 
2M. C. C. 85, respecting the status of a person engaged in transporting 
goods of which he is the owner, and found that transportation by a 
dealer merely to replenish his stock is private carriage. even though com- 
pensation therefor is included in the selling price ; but that transportation 
of goods owned by the dealer, destined to sub-dealers who could have 
procured the transportation by other means is common carriage. 

In Union Pac. R. R. Co.—Control—Union Transfer Co., 15 M. C. C. 
101, we found that although section 213 does not prohibit cooperation 
of two or more railroads in a joint acquisition, the three railroads therein 
applicant have such divergent interests that coordination of rail-and- 
highway transportation could better be accomplished through completely 
controlled companies, and that at this stage of motor-carrier development 
it is not consistent with the public interest for three major railroads 
jointly to enter the trucking field in the unrestricted manner proposed. 

In Tamiami Trail Tours, Inc.—Purchase—Elliott Young, 15 
M. C. C. 22. we found that a mere potential right to operate in interstate 
or foreign commerce under the second proviso of section 206 (a) is not 
transferable. 
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In Illinois Greyhound Lines, Inc-—Purchase—White Star, 15 M. C. 
C. 86, we found that an actually exercised right to operate in interstate 
or foreign commerce under the second proviso of section 206 (a) is trans- 
ferable, without regard to certain restrictions in the State certificate. 

In Washington Motor Coach Co., Inc.—Stock, 5 M. C. C. 524, we 
found, under section 214, that a contract to purchase real estate by 
installments is a ‘‘security’’ within the meaning of that section. 

In Detroit & Canada Tunnel Corp.—Merger, 5 M. C. C. 692, we 
denied, among other things, authority to issue $750,000 in bonds ‘‘ with- 
out any increase whatever in its (applicant’s) tangible assets and for 
the principal purpose of getting rid of a competitor.”’ 




















Progress in Railroad Reorganizations 
[Excerpt From 52 Ann. Rep. of I. Cc. C, pp. 58-61 (1939).] 


Since our last report, five additional proceedings, involving seven 
railroad companies for reorganization under Section 77 of the Bank- 
ruptey Act, as amended, have been instituted in the district courts of the 
United States. These proceedings involved the Oregon Pacific & Eastern 
Ry. Co.; the Minneapolis, St. Paul & Sault Ste. Marie Ry. Co.; the Erie 
R. R. Co., and its subsidiaries—Nypano R. R. Co. and New Jersey & 
New York R. R. Co.; the Fort Smith, Subiaco & Rock Island R. R. Co.; 
and the Boston & Providence R. R. Corporation. All of these proceedings 
were instituted on petitions of the carriers. In addition to the new pro- 
ceedings petitions were filed in the Missouri Pacific case by 15 subsidiar- 
ies of the Missouri Pacific R. R. Co. 

The petition filed by the Middleburgh & Schoharie Railroad has been 
dismissed by the court. 

In the Copper Range Railroad case the plan of reorganization has 
been confirmed by the court, the property transferred by the trustee to 
the reorganized company, the trustee discharged and proceedings 
terminated. 

In the Chicago, South Shore & South Bend Railroad and Reader 
Railroad cases plans of reorganization have been confirmed by the courts, 
property turned over to the reorganized companies and the issue of 
securities provided for in the plans have been approved by us. A list of 
all railroad proceedings before us, of which there are now 33, is shown in 
appendix G. Sixteen plans of reorganization have been filed since our 
last report of which 2 were filed by debtor carriers, 1 by a protective 
committee and 1 by secured creditors in proceedings where no plan had 
previously been filed ; 2 by protective committees and 3 by secured credi- 
tors in proceedings where debtor carriers had previously filed plans; and 
7 modified plans of which 2 were filed by debtor carriers which had 
previously filed plans; 3 by secondary debtors in which the principal 
debtor had previously filed a plan; 1 by a protective committee and 1 by 
secured creditors where the debtors had previously filed plans. Hearings 
have been held on plans of reorganization in proceedings, viz, Chicago & 
North Western Railway, Chicago, Indianapolis & Louisville Railway, 
Chicago, Milwaukee, St. Paul & Pacific Railroad, Chicago, Rock Island 
¢ Pacific Railway System, Oregon Pacific & Eastern Railroad, New York, 
New Haven & Hartford Railroad System, and its secondary debtors— 
Hartford & Connecticut Western Railway and Providence, Warren & 
Bristol Railroad—and have been concluded. 

Proposed reports on plans of reorganization were issued during the 
year in Chicago Great Western Railroad, Chicago, Indianapolis & Louts- 
ville Railway, Chicago & Eastern Illinois Railway, Denver & Rio Grande 
Western Railroad, Missouri Pacific Railroad System, the St. Louis South- 
western Railway, and in the New York, New Haven & Hartford Railroad 
System cases. In the latter case our proposed report refused the ap- 
proval, at this time, of a plan of reorganization. Final reports on plans 
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of reorganization were issued during the year in the Akron, Canton & 
Youngstown Railroad System, Chicago Great Western Railroad, Spokane 
International Railway System, Western Pacific Railroad, and Savannah 
¢@ Ailanta Railway cases. These reports were served on the parties and 
certified to the courts of jurisdiction and in the last-named case our final 
report has been approved by the court. A final report was issued in the 
ease of the Arkansas Valley Interurban Railway refusing approval of 
any plan of reorganization without prejudice of continuation of the pro- 
ceedings. An interim report was issued in case of the Chicago & North 
Western Ry. Co., and final reports in formulae for segregation of earn- 
ings by mortgage districts in case of the Chicago, Indianapolis & Louis- 
ville Railway, and New York, New Haven & Hartford Railroad System. 
The final report on a plan of reorganization of the Louisiana & North 
West Railroad certified to the court has been returned by the court 
requesting modification. Upon further consideration we issued report 
and order modifying the plan. 

Appointment of trustees of the estates of the debtor carriers have 
been ratified by us during the year in nine proceedings, in three of which 
we have held public hearings. The appointments of the same trustees 
for different debtors in the same proceedings were ratified by us in the 
Erie Railroad and Missouri Pacific Railroad cases. On petition for 
reconsideration in the New York, Ontario & Western Railway case we 
affirmed our prior decision denying ratification of a cotrustee. 

Maximum limits of compensation of trustees of the debtors, their 
counsel, special counsel, and of reimbursement for expenses of parties 
involved in reorganization proceedings have been approved by us in 19 
proceedings during the year and hearings held in 9 of these proceedings 
as required by the section. One petition for approval of maximum com- 
pensation was withdrawn and 18 petitions are pending, action on 6 of 
which has been deferred, with the consent of the petitioners. In one pro- 
ceeding we entered a separate order increasing the compensation of the 
trustee of the debtor and in another proceeding approved an increased 
compensation of counsel for the trustees. In certain instances the maxi- 
mum fixed by us was for interim allowance for compensation and ex- 
penses for counsel for trustees or for the debtors. Maximum limits of 
final allowances for services rendered and for reimbursement of expenses 
incurred in reorganization were approved by us in four proceedings in 
which the plans of reorganization approved by us have been approved by 
the courts. 

Applications have been filed by 15 protective committees for sub- 
section (p) authorization. Hearings have been held in 9 proceedings and 
authorizations granted in 12 instances and 2 applications are pending 
before us. One application was withdrawn before any hearing was held. 
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RAILROAD COMPANIES IN REORGANIZATION (OR 
RECEIVERSHIP) PROCEEDINGS 


Item Mileage 
operated 
1937 
Proceedings under section 77: 

Akron, Canton & Youngstown Ry. .............cececeee eet 171 
Alabama, Tennessee & Northern R. R. ..............2.. an 218 
Arkansas Valley Interurban Ry. (electric) . sweeadetbeeus 58 

ee ID Bs RE bio io reise ccivcécsedacbvcsse¥e 
Chicago & Eastern Illinois Ry. .............. wien see keno 927 
Chicago & North Western Ry. ......... Leer Bbbes ian eowee 8, 391 
Chicago Great Western R. R. ..... cece eee ccc ee ceess b wees - 1,505 
Chicago, Indianapolis & Louisville Ry. .............. rene 573 
Chicago, Milwaukee, St. Paul & Pacific R. R. ...........226- 11, 025 
Chicago, Rock Islend & Pacific Ry. (system) ............... 8,138 
Chicago, South Shore & South Bend R. R. (electric)2 ........ 90 
Denver & Rio Grande Western R. R. ............. oasses'ees"” Ge 
Duluth, South Shore & Atlantic Ry. (system) .............. 592 
Pre eer ee Cee Ore oe rhe Core re er Se 2, 449 
Fonda, Johnstown & Gloversville R. R. ....... béveoneves eed 60 
Fort Smith, Subiaco & Rock Island R. R. ............ jaases 40 
Kansas City, Kaw Valley & Western Ry. (electric) .......... 35 
Louisiana & Northwest R. R. ...... veh cee% oe Pena ys o's'a'e's 99 
Meridian & Bigbee River Ry. ............. weetiwied oe 50 
Minneapolis, St. Paul & Sault Ste. Marie Ry. ................ 4,301 
Missouri Pacific R. R. (system) ..........e ee eeeeccvces --- 10, 296 
New York, New Haven & Hartford R. R. Ae wer vee eews -. 2,028 
New York, Ontario & Western Ry. ...........2eeeeeees ‘ 577 
New York, Susquehanna & Western R. R. etubSadev oes ee 143 
Oregon, Pacific HG Toca ccdwascewes 3 SCGinwds Sa 20 
PE RG RF 6.6 6566565406666 4840886 tewéewtectcuas sates 22 
St. Louis-San Francisco Ry, ............5. bcis¥aetssue ccoe @208 
St. Louis Southwestern Ry. (system) ............... chen eee 1,706 
ey Gr I IS ws d6e's CG SW Se ccc ce eU Sb bebo eseneees 147 
Spokane International Ry. ...... es oN bE Sweetie ewes se cow 164 
Western Pacific R. R, ...........244. bind erilave me ass eee 
Wilkes-Barre & Eastern R. R. ..........-2000: be: a8e ses be as 83 
tc ti‘i MO re ane eae 78 

Receivership proceedings (steam railroads) : 

Alabama & Western Florida R. R. ...... ee eres ee ee 38 
Bamberg, Ehrhardt & Waterboro Ry. ..............06- annie 14 
California & Oregon Coast R. R. ....... Sey ee ee 15 
eC ic kc hee eresessende cosets nne ee 1, 927 
Chicago, Attica & Southern R. R. ...... eee ee eee 154 
Chicago, Springfield & St. Louis Ry. ..........222e ee eeeees 87 
PEST SCC TT ET TCO CTT Te eh iad 2 23 
6 6 wo bh 4 61s 4 004 6a bw eNO eb OHS end e002 685 
Fort Smith & Western Ry. ........... 5G RG we dee A wae aes 250 
vgs ccd once deeeeeneeeoees ese eeees 74 
Georgia @& Pieridae BR. BR. ....cccccccvcccescecs rer re Soh 408 
Georgia, Southwestern & Gulf R. R. (system ) ivtssaa0eamwe sis 36 
Louisiana Southern Ry. ........... ee ee ee 52 
Minneapolis & St. Louis R. R. ...... ae A Wie A ae ee eee 1, 528 


Mobile & Ohio R. R. 





Beet arated & New York, New Haven & Hartford R. R. for account of the 
Boston & Providence R. R. Corporation. 


2A plan of reorganization has been confirmed, Property — - ” oe 
or in the plan finally 
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Receivership proceedings (steam railroads)—Continued. 


ine, ane ope POO OE OPES HO 046 00 0.6 0.6 30 
Norfolk Southern R. R, ........--2 sees Sed ak baa ee whee aes 809 
Pittsburgh, Shawmut & Northern R. R. .......... eee ence 191 
CO WOON BE. TR, oo cc ce cesecccssceceeeceeees 34 
Rio Grande Southern R. R. ........... ee ee ea ee ne ee 174 
reheat nih & bah bb S06 & Eee hwo wR Le ene 407 
Santa Fe, San Juan & Northern R. R, .... 1. cece eee ee ee ees — 
Seaboard Air Line Ry. (system) ..... 6d aa 6eenee cesses oo 4, 871 
Et, cscs ce bee Soke s dese nceenss heeen ee oes a — 
Ee ne ere ee enn eer 57 
Virginia & Truckee Ry. ......... rr Te See ee ee ee 68 
Wabash Ry. (system) ........... b eielaeds whe bie eae mae 2,727 
Waco, Beaumont, Trinity & Sabine Ry. eee ee P 48 
Wichita Northwestern Ry. ..............- behiereaaab a ‘en 99 
Wilmington, Brunswick & Southern R. eae ere 30 
Winchester & Wardensville R. R. .. 1... eee eee eee eens 23 
nob a dS dese ew ae woo 0d de SO OSS © OO — 
ES EE ee ee er rer ar 8 
Receivership proceedings (electric railroads): 
EE EEC TTT Te rT 37 
Bellaire-South Western Traction Co.4 ..........0ceceeeeeee — 
Chicago, Aurora & Elgin R. R. ............06- Cre eee 65 
Chicago, North Shore & Milwaukee R. R. ..... eee eee te 138 
ee eer een er 130 
Oe Se MUO WORE FET, 5 oc cc cc wss ecw riesevesecsvese 40 
Fort Dodge, Des Moines & Southern R. R. ...........-22000 149 
a Ea wid. de he tee Wee ol Oe wueld @8e wee 365 
i ob « Sb ea d.e MEO b OH Keele > Heh ode e Be 129 
New York, Westchester & Boston Ry, ...........-0e0eeeeees 22 
on de Noid anid Mama Sw ee ene doe abe alge oe 76 
Sandusky, Fremont & Southern Ry. ............ 2c eeeeee 20 
Southwest Missouri R. R........ UE ote eee ae Pee 30 
Wheeling & Western Ry.4 ..............4. aiid oie a aie eeche — a 





%Owned mileage 994 operated by Minneapolis, St. Paul & Sault Ste. Marie Ry., 


a subsidiary of the Canadian Pacific Ry. 


4Mileage of 2 and 7. miles, respectively, of the Bellaire-South Western Traction 


Co. and the Wheeling & Western Ry. is operated by the Cooperative Transit Co. 
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Legislative Recommendations of I. C. C. 
{Excerpt From 52 Ann. Rep. I. C. C., pp. 121-123 (1939).] 


In its fifty-second annual report to Congress, the Interstate Com- 
merce Commission makes the following recommendations for legislation : 

1. That nonearrier railroad subsidiaries be brought within our 
jurisdiction, at least as to their accounting and the issuance of securities, 
and that restrictions be imposed on the expenditure of carrier funds, in- 
curring obligations, or acquiring property by a carrier or its subsidiaries, 
except for the operation or legitimate improvement or development of 
its property. The reasons for this recommendation were stated in our 
report for 1937 under the heading ‘‘ Investigation of The New York, New 
Haven & Hartford Railroad Co.’’ This is a subject which may appro- 
priately be considered in connection with such recommendations for 
legislation as may result from the investigation of railroad financial 
practices which has been conducted by the Senate Committee on Inter- 
state Commerce. Because of the intensive consideration which is being 
given in that investigation to the subject of holding companies used for 
the purpose of controlling railroad companies, we refrain at present from 
making any recommendations bearing on the subject, although it has 
been dealt with in several of our annual reports in the ’ 

2. That sections 15 (1) and (3) of part I of the Interstate Com- 
merce Act be amended to enable us to prescribe minimum as well as 
maximum joint rail-water rates. The reasons for this recommendation 
were stated in our report for 1937 under the heading ‘‘Minimum Rail- 
Water Rates’’ and more fully stated under the same heading in our 
report for 1935. 

3. That section 15 (4) of part I of the Interstate Commerce Act be 
amended so as to enable us to establish through railroad routes where 
deemed necessary in the public interest regardless of the ‘‘short-hauling’’ 
of any carrier. The reasons for this recommendation were given in the 
report of the Federal Coordinator of Transportation on ‘‘ Regulation of 
Transportation Agencies’’ (Senate Document No. 152, 73d Congress, 2d 
Session) at pp. 92-94. 

4. That Congress legislate to cover completely the standard time 
zone field. The reasons for this investigation are stated elsewhere in this 
report under the heading ‘‘Standard Time-Zone Investigation’’ and 
were more fully stated in our report for 1936. 

5. That the first sentence of paragraph (1) of section 20 of part 
I of the Interstate Commerce Act be amended to read: 


and to require from such carriers and from such owners specific and correct answers 
to all questions upon which the Commission may need information. 


that the last part of the first- sentence in paragraph (2) be amended to 
read : 


and if any carrier, , OF corporation subject to the provisions of this 
part * * * shall fail to make specific and correct answers to any questions 


~ authorized by the provisions of this section * * * etc. 
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and that paragraph (7) be amended by inserting at the end thereof the 
following sentence : 


As used in this paragraph, the word “kept” shall be construed to mean made, 
prepared, or compiled, as well as retained; and the words “accounts, records, or 
memoranda” shall be construed to include all reports, and copies thereof, made, 
prepared, compiled, or retained by carriers subject to this part pursuant to orders 
of the Commission made under any of the provisions of this part. 


The reasons for this recommendation were stated in our report for 1937 
under the heading ‘‘ Proposed Amendment of Section 20 of the Act.’’ 

6. That provision of law be made to enable us to impose a reason- 
able fee for admission to practice before the Commission. The reasons 
for this recommendation are elsewhere stated in this report under the 
heading ‘‘ Admissions to Practice.’’ 

7. That provision of law be made so that members of State regula- 
tory bodies, when participating cooperatively with this Commission in 
proceedings under part I of the Interstate Commerce Act, shall receive 
such allowances for travel and subsistence expenses as the Commission 
shall approve, as is now provided with respect to similar participation in 
proceedings under part II by section 205 (c) thereof. 





Admissions to Practice Before I. C. C. | 


{Excerpt From 52 Ann. Rep. of I. C. C, p. 43 (1939).] 


During the year ended October 15, 1938, 1,378 applicants were ad- 
mitted to practice before the Commission. This exceeded by 71 the num- 
ber of applicants admitted in the preceding year, ending October 15, 
1937, which was considerably in excess of the number admitted in any 
preceding year since the first following setting up a roll of practitioners, 
1929-30. Of the number admitted during this period, 1,144 were mem- 
bers of the bar of the Supreme Court of the United States or the highest 
court of some State, and 234 were admitted upon a showing of qualifica- 
tions under rule I-B 2 (b) of the Rules of Practice. Since the establish- 
ment of the register of practitioners, September 1, 1929, a total of 10,254 
persons have been admitted to practice, of whom 60.8 percent were mem- 
bers of the bar, and 4,023, or 39.2 percent, were nonlawyers found to be 
qualified. > 

In our preceding reports we have pointed out the growing tendency 
for lawyer applicants to outnumber materially the nonlawyers who seek 
admission. This tendency has strengthened in the past year. Since the 
passage of the Motor Carrier Act, 1935, about 2,500 practitioners have 
been added to our roll above the normal number which might have been 
expected, based on the averages for preceding years. Of the total num- 
ber admitted in the last 3 years, 82.5 percent have been members of the 
bar of some of the high courts. 

Turing the year we have pursued the policy outlined in prior re- 
ports of securing the benefit of the independent investigation of individ- 
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ual applications by committees of the Association of Practitioners before 
the Commission, and have received the recommendations of those com- 
mittees. 

Experience has shown that it has become desirable to subject the 
nonlawyer applicants to examinations as to their qualifications. Such 
examinations will be conducted three times a year, at the offices of the 
Commission in Washington, or upon request, at some field office. The 
examinations will test the applicant’s knowledge of (1) the structure 
and history of the Interstate Commerce Act and related acts, (2) the 
Rules of Practice, (3) the general rules of evidence, (4) the leading cases 
involving the commerce clause of the Constitution and the Interstate 
Commerce Act, and their significance, and (5) the principles of legal 
ethics. We expect to continue to receive the cooperation of the com- 
mittees of the Association of Practitioners in investigating the standard 
of applicants, both lawyers and nonlawyers. 





Codification of Regulations of I. C. C. 
CExcerpt From 52 Ann. Rep. of I. C. C., pp. 4445 (1939).] 


By the act of Congress approved June 19, 1937, section 11 of the 
Federal Register Act was amended to require each agency of the Govern- 
ment to file with the administrative committee appointed under that act, 
not later than July 1, 1938: 


A complete codification of all documents which, in the opinion of the agency, 
have general applicability and legal effect and which have been issued or promul- 
gated by such agency and are in force and effect and relied upon by such agency 
as authority for, or invoked or used by it in the discharge of, any of its functions 
or activities on June 1, 1938. 


After a report thereon by the committee to the President, the codi- 
fication may be authorized and directed by the President to be published 
in special or supplemental editions of the Federal Register : 

The codified documents, when so published : 


Shall be prima facie evidence of the text of such documents and of the fact 
that they are in full force and effect on and after the date of publication thereof. 


Pursuant to the act the codification of regulations was compiled 
and transmitted on June 30, 1938. . 

We will keep the code current, as required by the Federal Register 
Act, in the form and style prescribed by the regulations promulgated by 
the committee and approved by the President on May 26, 1938, as 
amended October 11, 1938. 

Since June 1, 1938, the following documents have been transmitted 
in the form and style of the approved regulations: 


Order of July 1, 1938, prescribing Rules and Regulations governing transfers 
of rights to operate as a motor carrier in interstate or foreign commerce. 
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Order of July 1, 1938, prescribing Form BMC 41, Application under Motor 
Carrier Act, 1935, other than under Sections 210a (b) and 213 thereof, for substi- 
tution of prospective purchaser in lieu of applicant or to transfer certificate of 
public convenience and necessity, permit, or certain state gums rights. Vacates 
orders of April 28, 1936, relating to Forms BMC 26 and 27. 

Order of July 1, 1938, prescribing Form BMC 42, Application under Motor 
Carrier Act, 1935, other than under Sections 210a (b) and 213 thereof, to contract 
to operate or to lease operating rights, certificate of public convenience and 


neceesity, or permit. , ; , 
Order of July 1, 1938, prescribing Form BMC 43, notification of transfer of 
samy rights pursuant to Rule 7 (a) of Rules and Regulations under Motor 
rrier Act, 1935, other than Sections 210a (b) and 213 thereof, governing trans- 
fers of rights to operate as a motor carrier in interstate or foreign commerce. 
Order of June 10, 1938, postponing effective date with reference to certain 
provisions of the order entered in ket No. 15780, Depreciation Charges of Car- 
riers by Water. ; 
Orders of June 17, 1938, and tember 13, 1938, zomnoning the effective 
date of order entered in Docket No. 24049, A. Jobnson, Grand Chief Per of 
the Brotherhood of Locomotive Engineers v. Atchison, Topeka and Santa Fe 
Railway Company, et al., as to use of mechanical stokers upon locomotives. 
Orders of July 12, and July 15, 1938, re maximum hours of service of motor 
carrier employees. 

Order of July 9, 1938, amending regulations with respect to safety glass on 
“a der of] ly 9, 1938 i ffective date of th d h of 
rder of july 9, » postponing effective date of the second paragrap 

rule 27 of Tariff Circular 20. 

Order of August 1, 1938, in the matter of statistical reports of class | motor 
carriers of passengers. , 

Order of August 1, 1938, in the matter of statistical reports of class | motor 


carriers of property. 

Order of ‘eptember 26, 1938, postponing effective date of order of July 12, 
1938, in the matter of maximum hours of service of motor carrier employees. 

Order of September 29, 1938, amending Special Circular M. No. 1. 

Order of September 29, 1938, in the matter of lations concerning the class 
of employees and subordinate officials that are to included within the term 
“employee” under the Railway Labor Act—Red Caps. _ . 

der of October 20, 1938, in the matter of statistical reports of carriers by 
water. 

Order of October 20, 1938, in the matter of statistical reports of pipe line 
companies. 
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Lea Railroad Bill Introduced 


Congressman Clarence F. Lea of California, Chairman of the House 
Committee on Interstate and Foreign Commerce, on Friday, January 13, 
1939, introduced an omnibus bill (H. R. 2531) designed to improve the 
transportation situation of the Country. 

Hearings began before the Committee on Tuesday, the 24th, when 
Walter M. W. Splawn, member of the Interstate Commerce Commission, 
testified. Mr. Splawn was Chairman of the President’s Committee ap- 
pointed last spring to make a study of transportation problems. Mr. 
Splawn’s statement was a discussion of the economic background of our 
transportation problems and the basis for the consideration of the pro- 
posed legislation. 


PROVISIONS OF THE BILL 


The principal provisions of the bill are as follows: 


Pouicy 


The declaration of policy includes a statement that it is the purpose 
of Congress ‘‘to strengthen the transportation system of the nation by 
eliminating the sources of waste and weakness and by utilizing each type 
of transportation in the most effective economic way;’’ to furnish the 
best practical service at the lowest reasonable cost. 


REORGANIZATION 


The Interstate Commerce Commission is utilized as a regulatory 
body for the purposes of the legislation. 

The membership of the Commission is to be increased and function 
in the three principal groups in addition ‘to a special administrator. 

The first group will consist of nine members who are to function as a 
rate section, whose members are to be assigned to divisions of not less 
than three each. Each division will be open to receive a rate case of any 
type of transportation over which the Commission has jurisdiction. Its 
jurisdiction will include the division of rates, fares and charges, through 
routes and joint rates, the providing of service, accounts, records and 
reports and valuation of property. All of these functions are regarded 
as incidental to a rate-making jurisdiction. 

Generally speaking, the jurisdiction of the Commission, not vested 
in the rate division, will be vested in a second group known as the 
Finance Division. This division will consist of five members. 

Roughly speaking, regulatory functions are assigned to the rate 
division and administrative functions to the finance division. 

The general plan of the reorganization is to divide the burden of the 
work of the Commission according to the functions performed, with the 
purpose of permitting each Commissioner to devote himself more ex- 
clusively to particular functions assigned him. The motive being to 
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secure greater efficiency and promptness in handling Commission cases 
and problems. 


AppEaL Boarp 


No appeal group within the Commission is provided for appeals 
from orders made by the finance division. 

Orders made by the rate division will be subject to review by the 
Appeal Board. Review of a case will be secured by the summary pro- 
cedure by which reviews are now had by all members of the Commission. 
There will be no review of the division decision by the whole member- 
ship of the rate section. The application for review will be made directly 
to the Appeal Board. The members of the rate section will not partici- 
pate in the proceedings of the Appeal Board. 

The Chairman of the Appeal Board will be appointed by the 
President and be the Chairman of the Commission. 

The rate division will make the record and issue its order and any 
review had will be by the appeal division based on the record of the 
rate division. 

The object of the Appeal Board is to rectify errors in division 
decisions, and particularly to maintain a consistent philosophy of trans- 
portation and coordination of rates by the different types of competing 
transportation agencies. 

It will relieve members of the rate division from participating in 
reviews and particularly relieve non-participating members in the rate 
division from burdening themselves with review work. 


SpeciaL ADMINISTRATOR 


A special administrator, appointed by the President, is to function 
for the purpose of making studies of transportation problems, and of 
recommending legislation thereon to the rate and finance sections. It is 
his duty to furnish information required by either of such sections; his 
duties correspond to those proposed for the Transportation Board of 
three members recommended by the President’s Committee of Six. 

It is made the duty of railway carriers to take particular action to 
reduce operations and facilities consistent with adequate and efficient 
transportation, including the unification of properties, pooling traffic or 
earnings, pooling equipment under common ownership or control and 
the joint use of terminals, shops and other facilities. The special ad- 
ministrator is to encourage such efforts. 

The special administrator may request the Commission to hold 4 
hearing on his recommendations, after which the Commission may make 
orders that it finds necessary in furtherance of the policies of Congress 
and in the public interest. 

The special administrator is to make an investigation of the com- 
petition between rail, motor and water carriers, to determine the relative 
economy and fitness of these three types of transportation and recom- 
mend what steps should be taken to limit the use of each type to the 
purpose for which it is best fitted, and to promote joint and cooperative 
use. 
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The entire Commission shall have jurisdiction over the Commis- 


sion’s employees, offices, expenses and annual or other reports to Con- 
gress. 


BROADENED JURISDICTION OVER OTHER CARRIERS 


The Commission is given jurisdiction to regulate rates, fares, and 
charges of common carriers by water in interstate commerce upon the 
inland, canal, or coastwise waterways of the United States, but not 
carriers by water operating upon the high seas, or in intercoastal com- 
merce through the Panama Canal. This will include barge lines on the 
Mississippi and other rivers and on inland waters generally, but not 
steamship lines in coastwise commerce which use the high seas, which are 
under the jurisdiction of the Maritime Commission. 

In regulating rates of the Mississippi Barge Lines the Commission 
shall follow an accounting system similar to that applied to privately 
owned carriers. 

The Commission is given jurisdiction to prescribe, after investiga- 
tion, the minimum rates that shall be charged by each transportation 
agency, railroads, motor trucks, motor bus, coastwise shippers, inland 
water carriers, pipe lines, and air carriers. This power is to be exercised 
only upon the Commission’s own initiative in the public interest when it 
has reason to believe that the rates of any transportation agency now 
subject to regulatory laws of the United States, are unreasonably low or 
destructive. 


RAILROAD REORGANIZATION 


The Bill proposes the establishment of a Railroad Reorganization 
Court of three members designated by the Chief Justice of the United 
States from existing Circuit Judges and District Judges. Changes in the 
membership may be made from time to time as the Chief Justice may 
determine. 

The Court will sit at Washington but the power of the Court or 
any of its Judges and Officials may be exercised any place in the United 
States. It may hold sessions at different locations. 

The Court will have jurisdiction as District Courts of the United 
States under and with respect to Section 77 of the Bankruptcy Act and 
in respect to equity receiverships. 

Such Court may impose upon an appropriate District Court such 
duties in connection with actual operations of properties in receiver- 
ship, trusteeship, or reorganization as the Reorganization Court may 
consider necessary and proper. 

Appeals may be taken directly to the Supreme Court. 


MERGERS—POOLING 


The Bill proposes the amendment of the merger provisions of the 
Interstate Commerce Act. The present provision requiring the Commis- 
sion to adopt a plan for the consolidation of railroad properties into a 
limited number of systems is eliminated. 
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The carriers are authorized to propose consolidations, mergers, pur- 
chases, leases, operating contracts or acquisition of control. If the 
Commission finds that the proposed control will promote the public 
interest it may authorize the same ‘‘upon the terms and conditions and 
with the modifications’’ found to be just and reasonable. The Commis- 
sion shall give due consideration to the promotion of the efficiency and 
ae of the carrier service and better and cheaper service to the 
public. 

The Commission is authorized to approve pooling of traffic and 
earnings. 


COORDINATION OF RATES 


The Commission may, when deemed desirable in the public interest, 
investigate rates and charges by any common carrier engaged in inter- 
state commerce by railroad, water, highway motor vehicle, pipe lines 
or air, when such rates or charges are subject to any regulatory laws 
of the United States, when the Commission has reason to believe that 
such charges are unreasonably low. If found desirable in the public 
interest, the Commission shall prescribe the minimum rate or charge to 
be thereafter maintained. 

This power includes that of prescribing different minimum rates for 
different carriers. The purpose is to restrict cut-throat competition by 
the same or different types of transportation agencies and, so far as 
practical, protect the reasonable rate of the most economic carrier. 

It will be observed that for the purpose of carrying out this co- 
ordination, the Commission is given jurisdiction over minimum rates of 
all types of interstate transportation of which the federal government has 
assumed jurisdiction. Intercoastal rates are included within this power. 
The order of the Commission, fixing the minimum rate, would prevail 
over that of any other federal regulatory body, such as the Inland 
Waterways Corporation, the Civil Aeronautics Authority and the Mari- 
time Commission. 

Mr. Lea said : 


“This is one of the most important features of the bill. It is believed we cannot 

have a necessary coordination of rates without a regulatory body of the federal 

vernment acting as a just Umpire to protect legitimate rates and restrict destruct- 
ve competition that is now an important phase of our transportation problems. _ 

“Excessive operations and facilities are a part of the economic burdens carried 

by the Country that need elimination by the vege coordination and the deserved 


protection of each type of transportation in that sphere where it is most useful to 
the Country.” ! 


Loans 


Where compliance with orders made by the Commission require 
capital expenditures, the funds for which cannot otherwise be obtained, 
the Reconstruction Finance Corporation is authorized, in its discretion, 
to make loans for those purposes and as approved by the Commission. 

The Reconstruction Finance Corporation may make loans for financ- 
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ing reorganizations, consolidation and maintenance, or construction or 
purchase of the obligations of railroads engaged in interstate commerce, 
or guarantee repayment of the principal or interest of such obligations 
when the Reconstruction Finance Corporation finds that such funds are 
not available on reasonable terms through private channels, and pro- 
vided that in every such case the Commission and the Corporation find 
that the earning power of such railroad, together with the security fur- 
nished, gives reasonable assurance of the repayment of such obligations 
and affords reasonable protection to the Corporation, and that the 
Corporation and Commission approve of such loans and purchases. 

Loans are also authorized by the Reconstruction Finance Corpora- 
tion upon reasonable security to encourage the employment of labor and 
to finance the acquisition of equipment as approved by the Commission 
as desirable for the preservation and improvement of transportation 
facilities. The outstanding amount of such loans shall not exceed 
$300,000,000 at any one time. 


Lanp Grant Roaps 


The bill authorizes the railroads to receive applicable commercial 
rates for the transportation of persons or property for the United States 
or on its behalf. 

Mr. Lea said: 


“This Bill is designed to preserve each type of transportation in giving the 
country the benefit of its economic advantages and to protect it in the perform- 
ance of those functions. 

“It is intended to prevent or minimize cut-throat competition and protect the 
public against the wastes and instabilities incident to such competition. It seeks to 
accomplish these purposes primarily by giving the one regulatory body control over 
minimum rates of the various types of transportation agencies. conomic rate 
conquests of the carriers are thus placed under one umpire to make for fair instead 
of destructive competition. 

“It has a broad purpose of enabling the carriers of various types to operate on a 
self-supporting basis. It should encourage economies and greater efficiency through 
voluntary and profitable coordination and unification of operations and facilities. 

“It will facilitate the reorganization of insolvent companies. 

“It will permit loans by the RFC where needed and where reasonable assur- 
ance of repayment can be given. 

“It preserves the independence of the ICC. 

“It allocates the work of the Commission so as to enable the Commissioners to 
devote more time to questions of general — as well as a greater concentration 
upon the particular cases and problems coming before them. 

“It contemplates a division of responsibilities that should result in thorough 
consideration and more expeditious action. 

“The American people are paying over seven billion dollars a year for common 
carrier service. It would seem that under proper regulation these useful agencies, 
after throwing off the dead weight of unnecessary facilities and operations, should 

able to operate at a reasonable profit to the advantage of themselves and the 
a 

s - transportation situation presents one of our economic problems of greatest 
magnitude. 

. "The situation is so bad that we cannot ae | it without positive and decisive 
action. Some existing practices must be disturbed. We are attempting to accom- 
Plish these beneficial results with a minimum of burden and interference with legiti- 
mate transportation activities.” 
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Commissioner Caskie Elected Chairman of I. C. C. 


Pursuant to established policy, Commissioner Marion M. Caskie has 
been elected Chairman of the Interstate Commerce Commission, effective 
January 1, 1939, for the ensuing year. He succeeded Commissioner 
Walter M. W. Splawn. Commissioner Caskie was appointed a member of 
the Commission in August, 1935. 

The new Chairman comes from Montgomery, Alabama. He was born 
in Virginia on July 29, 1890, and was educated in that State. At the age 
of sixteen he entered the service of the Southern Railway as an account- 
ant, where he remained for five years. Thereafter he was manager of the 
traffic departments of a number of industrial and commercial organiza- 
tions, during which time he was President, Chairman of the Executive 
Committee, and Executive Secretary of the Southern Traffic League; Re- 
gional Vice President and member of the Executive Committee of the 
National Industrial Traffic League; and from 1931 to 1933 he was 
General Manager of the State Docks and Terminal Railway at Mobile, 
Alabama. For two years he was Southern Traffic Assistant to the Federal 
Coordinator of Transportation, and at the time of his appointment to the 
Commission was an executive of a steamship company. 





52nd Annual Report of The I. C. C. 


The I. C. C., under date of November 1, 1938, submitted its 52nd 
Annual Report to the Congress. The report was made public on January 
8, 1939. It covers the period from November 1, 1937 to October 31, 1938. 

Copies of this report are obtainable from the Superintendent of 
Documents, Government Printing Office, Washington, D. C., at 60¢ each, 
elothbound. 

Excerpts from the report, on subjects of interest to members of the 
association, will be found elsewhere herein. 





NATIONAL BITUMINOUS COAL COMMISSION ORDERS 


The National Bituminous Coal Commission has directed District 
Board No. 14 to designate and appoint one or more persons to represent 
that Board in the work of coordination of proposed minimum prices for 
bituminous coal. 

The Commission has postponed to a date and place to be later desig- 
nated the hearing which was to begin at Denver, Colorado, on December 
28, 1938, with respect to the determinations of the weighted average of 
the total costs of tonnage produced within Minimum Price Areas 4, 6, 7, 
9 and 10. The postponement was necessitated by the action of the Su- 
preme Court of the United States in continuing the injunction in the 
Utah Fuel Company Case. 
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Motor Carriers Say Rail Report Is Damaging 
To Trucks 


The American Trucking Association, Inc., in reporting upon the 
report of the President’s committee dealing with the transportation 
situation, says that several of its recommendations are potentially harm- 
ful to the trucking industry. It points in particular to the following 
recommendations : 

1. Repeal of the present provision of Section 15a of the Interstate 
Commerce Act and the substitution of a new rate-making rule applicable 
to all forms of transportation. 

2. The creation of a permanent Transportation Board to study the 
economies of the various agencies and determine to what extent subsidies 
exist. 

3. Repeal of the long-and-short-haul clause of Section 4 of the 
Interstate Commerce Act. 

4. Elimination of special Divisions of the I. C. C., such as Division 
5 (Motor Carrier). 





BITUMINOUS COAL PRICES 


The National Bituminous Coal Commission, in Docket No. 15, has 
issued ‘‘Findings of Facts and Conclusions’’ with respect to minimum 
prices and marketing rules and regulations for Districts 1, 2, 3, 4, 5, 6, 7, 
8, and that part of District 13 comprising Van Buren, Warren and Me- 
Minn Counties, Tennessee, within Minimum Price Area 1. These findings 
and conclusions have been transmitted to the District Boards and will 
serve as the basis for the coordination of prices. 





MISSISSIPP! INTRASTATE RATES ON FERTILIZERS, ETC. 


A statutory three-Judge Court, sitting as the District Court of the 
United States for the Southern District of Mississippi, Jackson Division, 
has heard oral argument in the case of Mississippi ex rel Greek L. Rice, 
Attorney General, v. United States, in which the State of Mississippi seeks 
an order enjoining the enforcement of the Thirteenth Section order of the 
I. C. C. requiring the establishment of intrastate rates on fertilizers and 
fertilizer materials and sand and gravel on the interstate level. The order 
of the I. C. C. was entered in Docket No. 28051. 
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At The Capitol 


House Interstate and Foreign Commerce Committee 
To Consider Railroad Program 





Chairman Lea of the Committee on Interstate and Foreign Com- 
merce of the House of Representatives says that a long-term program to 
‘‘save the railroads’’ will be placed before Congress soon and that his 
Committee will begin hearings early in the session. He said: ‘‘The 
question of the railroads will be the main one considered by our Com- 
mittee. * * * We hope to have as broad hearings as possible, so as to 
give all responsible parties having remedies an opportunity to be heard. 
The question of reorganization of the Interstate Commerce Commission 
will be discussed. I have rather favored this in a speech. We would 
like to try and confine legislation to things of substantial importance to 
help the transportation system. Of course, we are forced to recognize 
that much of the difficulty of transportation is due to economic con- 
ditions and is not susceptible to legislative treatment.’’ 

Chairman Lea announced that the program to be considered would 
probably include: 

1. Creation of Federal Transportation Authority to study elimina- 
tion of waste, study consolidation, pooling of traffic, unified terminal 
operations and similar reforms. 

2. Reorganization of the Interstate Commerce Commission and 
creation of single government agency to regulate all forms of transpor- 
tation. 

3. Cure of ‘‘financial abuses’’ of railroads. 

4. Broadening of power of Commerce Commission or some other 
agency to permit consolidations. Scrapping of present so-called ‘‘con- 
solidation plan.”’ 

5. Bankruptey revision and government financial aid. 





President’s Message To Congress 


President Roosevelt made no specific recommendations with respect 
to the solution of the railroad problem in his annual message to Congress, 
delivered on January 4, 1939. He said, however, that with the exception 
of legislation to provide greater Government efficiency and to ameliorate 
our railroad and other transportation problems, the past three Con- 
gresses have met in part or in whole the pressing needs of the new order 
of things. 





Elections To Senate Committee On Interstate Commerce 


Senators A. Tom Stewart, Democrat, of Tennessee, and Ernest 
Lundeen, Farmer-Laborer, of Minnesota, have been elected members of 
the Committee on Interstate Commerce of the Senate. Two vacancies on 
this Committee have not yet been filled. 
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Congressman Maloney Elected Member of Ways 
and Means Committee 


Congressman Paul Maloney, of Louisiana, who has been a member 
of the Committee on Interstate and Foreign Commerce, has been elected 
‘a member of the Committee on Ways and Means of the House of 
Representatives. 





River and Harbor Bill Urged 


In an ‘‘Extension of Remarks’’ appearing in the Congressional 
Record of January 3, 1939, Chairman Mansfield of the Committee on 
Rivers and Harbors of the House of Representatives said it is important 
that Congress pass a River and Harbor Bill at this session in order that 
the transportation facilities of our waterways, may keep pace with the 
growth of the country and the needs of water-borne traffic. He specifi- 
eally urged consideration of a number of river and harbor projects. 

Chairman Mansfield said that in the Southwestern States of Arkan- 
sas, Oklahoma, Texas, New Mexico, Kansas and Colorado, there are many 
rivers for which comprehensive water conservation plans, including 
navigation improvements, have been formulated, and added : ‘‘ This terri- 
tory now has the highest rail rate structure in the country. The people 
there pay more per pound for the transportation of the goods they buy 
than do the people of any other part of the United States. As a result, 
new industries are backward in developing in an area that is unusually 
rich in resources.’’ 





Motor Carrier Examiners Stage 
Annual Banquet 


The banquet which the Examiners labeled the ‘‘Second Annual 
Growl of the Section of Complaints,’’ was held December 28, 1938, at 
the Continental Hotel, Washington, D. C. These so-called ‘‘growls’’ are 
held once each year and confined entirely to Examiners, former Exami- 
ners and invited officials (in this instance, Division 5, Secretary, Director 
and Assistant Directors). 

The entertainment was in the nature of a Gridiron Club affair and 
everybody present was on the ‘‘pan.’’ The Chairman of the Banquet 
Committee does inform, however, that it was difficult to determine 
whether the ‘‘razzers’’ or the ‘‘razzed’’ were having the most fun. 
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Program 


The Program, which looks most interesting, was as follows: 


The Old Maestro Bill, Hill 


Dead Eye Pete Jim Pinkney 
The Sweet (?) Singers : Larry Dunn, 
Leo Conley, 


Fred Denniston, and 
Evans Brooks 


A MorniInG WITH THE CHIEF 


Chief Cliff Luce 
Co-efficient Chief Leo Cunningham 
Messenger Hank Lawton 

Mr. Hull Clarence Simmons 
Mr. Drawls Chet Price 

Dr. Logan Tim Hanrahan 
rrr? ? Harold Angle 


Ora ARGUMENT, Division 555 


Chairman Westman Ed Cosby 
Commissioner Dee Dick Flood 
Commissioner Hodges Frank Hand 
Wilton Meal Leo Riegel 
Clerk Walter Frizzell 
Reporter Izzy Freidson 
Counsel Milktoast for applicant Larry Dunn 
General Counsel Crosstie for 

protesting railroads Bill Pierce 
Counsel Windblow for protestant 

Big Shot Associated Truckers Dale Dillon 
Examiner George Henry Vinskey 
Joint Board Member Mack Myers 


Moses Brown Curtis Henderson 


Ye Committee—Bill Maidens, Chairman, Harold Angle, and Leo Conley. 





TETLOW REELECTED CHAIRMAN OF COAL COMMISSION 


Commissioner Perey Tetlow, of Columbus, Ohio, has been unani- 
mously reelected Chairman of the National Bituminous Coal Commis- 
sion for the year 1939. 












Reduction of Reports To Government Urged 


A committee appointed by President Roosevelt on May 16, 1938, has 
proposed a program to relieve the burden on business men of reporting 
the same information over and over again to various government agencies 
each year. Mr. Stuart A. Rice, Chairman of the Central Statistical 
Board, presented the report of the Committee to the President. 

The committee’s recommendations called for changes in the laws 
and present procedure so as to: 


1. Establish a statistical co-ordinating agency, with adequate 
powers. 

2. Relieve any Federal agency of any existing requirement for col- 
lecting reports from the public, if the needed information is available 
from other reports to any Federal agency. 

3. Make confidential information collected by one Federal agency 
available to other agencies, under rules protecting the interests of those 
filing the reports. 

4. Give the President power to eliminate unnecessary duplication 
in reports, after a public hearing by the statistical co-ordinating 
agency, in cases where it is unable to reduce the duplication. 

5. Provide that no one shall be required to report information 
to a Federal agency when such information is obtainable from reports 
previously made to the same agency. 

6. Provide for collection of reports by a single agency when such 
will serve the needs of two or more Federal agencies requiring infor- 
mation pertaining to a given field of interest or from a given group of 
individuals or concerns. 

7. Change technical phases of the Federal tax laws and proced- 
ures to provide for consolidation of tax returns in cases in which any 
considerable group of persons is required to file two or more types of 
such returns in any one year; acceptance of any sworn report to a regu- 
latory agency, providing the necessary information, in lieu of all or part 
of any tax return, and ‘‘such other modifications in tax returns as would 
lighten the burden of making reports, either to the tax authorities or to 
other Federal agencies.’’ 

8. Provide for establishment and maintenance of classified address 
lists of all making reports, available to all Federal statistical and report- 
collecting agencies. 

9. Require all Federal agencies to keep uniform records of all 
questionnaires and report forms, with centralized responsibility for 
authorizing the use of such forms. 





NATIONAL LABOR RELATIONS BOARD CASES 
The National Labor Relations Board has handled a total of 18,591 
eases since the fall of 1935 up to December 1, 1938. The Board has 
closed 14,612 cases, leaving 3,979 cases. 
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Fourth Annual Report of National Mediation 
Board Issued 


The National Mediation Board made public on January 3, 1939, its 
Fourth Annual Report to Congress, giving an account of its administra- 
tion of the Railway Labor Act for the year ended June 30, 1938. In its 
report the Board makes the following essential points: 


1. There were no interruptions of rail and airline service during 
the fiscal year ending June 30, 1938, on account of labor disputes. Dur- 
ing the previous year there were two minor stoppages and one serious 
strike. 

2. Great credit is due both the railroads and the labor organiza- 
tions for their ability and willingness to negotiate and mediate under the 
provisions of the Railway Labor Act on a national scale. 

3. Reversing the trend of the previous year, there was an increase 
in inter-union disputes as to who may represent employees of railroads 
for the purposes of the Railway Labor Act. 

4. Activities of the Board resulted in consummating more agree- 
ment by legislation than ever before in its history. 

5. The number of signed agreements covering rates of pay, rules, 
and working conditions of railroad employees in the files of the Board 
now is 4,039, an increase of 207 over the preceding year. 

6. The one concern of moment to the Board is the difficulty it is 
experiencing, because of limited personnel, to respond more promptly 
to invocations for its services. 


The Mediation Board report also includes the report of the National 
Railroad Adjustment Board, relating to the adjustment of claims grow- 
ing out of grievances or out of the interpretation or application of previ- 
ously negotiated agreements. The Adjustment Board disposed of more 
than 1,600 cases during the fiscal year ended June 30, 1938. 





INTERVENTION IN SEC CASES 


The Securities and Exchange Commission has amended its Rules of 
Practice, under the Securities Act of 1933, the Securities and Exchange 
Act of 1934 and the Public Utility Holding Company Act of 1937, so as to 
provide that any interested representative, agency, authority, or instru- 
mentality of the United States, and any interested State, State Commis- 
sion, State Securities Commission, municipality, or other political sub- 
division of a State, may intervene in proceedings before the Commission 
as a matter of right. All other persons desiring to intervene will be re- 
quired to file a petition for leave so to do, and will not be permitted to 
intervene if the Commission finds for any reason that his participation in 
the proceeding would not be in the public interest. 
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At The Interstate Commerce Commission 


Substituted Freight Service 


The I. C. C. has served on all common carriers of property by rail 
and water subject to Part I of the Interstate Commerce Act, and all 
common and contract carriers of property by motor vehicle subject to 
Part II of the Interstate Commerce Act, a notice of an investigation 
instituted by it on its own motion in Ex Parte No. 129—Substituted 
Freight Service, wherein the Commission is seeking to determine the 
legality of the substitution, of motor carrier service for rail service as to 
traffic moving on rail rates and billed via rail carriers. Attached to the 
Commission’s order is a questionnaire containing six questions, which the 
respondents are required to answer in writing on or before February 10, 
1939. 





Terms of Three Interstate Commerce Commissioners Have Expired 


Three members of the I. C. C. are continuing to serve as such, even 
though their terms of office have expired. Under the present law a Com- 
missioner whose term has expired may continue to held office until his 
successor is appointed and has qualified. The term of Commissioner Mc- 
Manamy expired on December 31, 1937. The terms of Commissioners 
Meyer and Lee expired on December 31, 1938. 





Report of Chief Locomotive Inspector 


The Chief Inspector, Bureau of Locomotive Inspection, has sub- 
mitted his Twenty-Seventh Annual Report to the I. C. C. During the 
fiscal year ended June 30, 1938, the Bureau inspected 105,186 locomo- 
tives, of which 11,050, or 11 per cent, were found defective. Inspectors 
ordered 679 of these locomotives out of service. Failure of some part of 
the steam locomotive, including boiler, or tender, caused 208 accidents, & 
decrease of 20.9 per cent, as compared with the preceding year. These 
accidents caused the death of 7 persons and injuries to 216 persons. 
Failure of some part or appurtenance of the steam locomotive boiler 
caused 59 accidents killing 5 persons and injuring 59 persons. As to 
locomotives other than steam, the Bureau inspected 4,024, finding 274, 
or 7%, to be defective. Failure of some part or appurtenance of these 
locomotives caused four accidents with injuries to 4 persons. All accl- 
dents reported to the Bureau, as required by law and rules, were investi- 
gated and appropriate action taken to prevent recurrence so far as pos 
sible. 
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Deferred Maintenance 


The I. C. C. has asked the Class I railroads to furnish it with infor- 
mation regarding deferred maintenance and the amount required to 
finance improvements. Replies to the Commission’s questionnaire were 
required to be made on or before January 15, 1939. 





Report of |. C. C. In Freight Ferwarding Case Being Studied 


Rail carriers in the various sections of the country are now studying 
the problems raised by the recent report and findings of the I. C. C. 
in its investigation of freight forwarding companies. Present indications 
are that the Commission will be asked to grant a rehearing and recon- 
sideration, and an ultimate modification of its report. Studies are also 
being made of Commissioner Meyer’s suggestion that the railroads co- 
operately organize and operate the freight forwarding companies. 





Harvey Employees Under Railway Labor Act 


Division 3 of the I. C. C. has held that employees of the Fred 
Harvey dining car service on the Atchison, Topeka & Santa Fe Railway 
Company System are ‘‘employees’’ within the meaning of the fifth para- 
graph of Section 1 of the Railway Labor Act. The Commission found 
that the work of these employees is performed by persons in the service 
of the Santa Fe. 





Practices of Dillonvale & Smithfield Ry. 


The I. C. C. has declined to further postpone the effective date of its 
order in Docket No. 27745—Practices Affecting Dillonvale & Smithfield 
Railway, and I. & S. Docket No. 4327—Allowances to Dillonvale & 
Smithfield Railway. In these cases the I. C. C. found payments being 
made by the New York Central for the use of the line of the Dillonvale & 
Smithfield to be unreasonable, and ordered the cancellation of allowances 
made to that Company. The Commission also found the New York 
Central to be operating this line of railroad as an extension of its lines 
without proper authority. 





Depreciation Charges of Carriers By Water 


The I. C. C. has extended until January 1, 1940, the effective date of 
its order of August 1, 1935, as amended, entered in Docket No. 15780— 
Depreciation Charges of Carriers by Water. This change in the effective 
dates has not changed the latest date as of which estimates of percentage 
rates must be filed with the Commission. That date, as it stood, is 
August 1, 1939. 
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Statistics of Railways 


The 51st Annual Report of the I. C. C. on ‘‘Statisties of Railways 
in the United States’’ for the year ended December 31, 1937, was re- 
leased on December 17th. Copies are obtainable at the Government 
Printing Office at $1.50 each. 





Refrigerator Car Mileage Allowances 


In I. & S. Docket 4572—Refrigerator Car Mileage Allowances, the 
I. C. C. has suspended tariffs filed by the Indiana Harbor Belt Railroad 
and B. T. Jones, Agent, by the terms of which mileage allowances on 
refrigerator cars will be reduced from 1.7 cents to 1.5 cents per mile. 
The Commission, however, heard oral argument on January 17th as to 
its jurisdiction to suspend the tariffs. The present suspension order is 
effective until March 2, 1939. 





1. C. C. Orders Investigation of South Buffalo Ry. Co. 


In Docket Ex Parte No. 128—Investigation of South Buffalo Rai- 
way Company, the I. C. C., on its own motion, has ordered a complete 
investigation of that carrier. 

In its order the Commission states that : 


“The provisions of the Interstate Commerce Act being under consideration, and 
the Commission desiring to obtain full and complete information as to the South 
Buffalo Railway Company concerning its status as a carrier; and whether: Its rela- 
tions and arrangements with any controlling corporation and others, including trans- 
port agencies; its accounting, operating, tariff publishing, and other practices; its 
services of any kind performed; and its compensation for such services, or imburse- 
ments or disbursements, in any form for any purpose, are lawful and consistent with 
the economical and efficient management of any or all respondents named in this 
order in respect of the matters above stated pertaining to the South Buffalo Rail- 
way Company, with a view to determining whether and to what extent there may 
exist violations of said act, and, in proper case, of making such findings of fact and 


orders, or taking such action, in respect of any such violation as may be deemed 
appropriate.” 


The Commission specifically names a number of carriers as respon- 
dents. The proceeding is to be assigned for hearing at a later date. 





Fertilizers and Fertilizer Materials Between Southern Points 


The I. C. C. has authorized rail carriers to establish group rates on 
fertilizers and fertilizer materials between Southern points based upon 
grouping published in Agent F. D. Miller’s Tariff I. C. C. 200, supple- 
ments thereto or reissues thereof, for distances greatér than 180 miles de- 
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termined by class rate distances between base points; to revise the car- 
load rates prescribed in the Fifteen Percent Case, 1937-1938, 226 I. C. C. 
41, to reflect the nearest multiple of 5 cents; to add arbitraries for short 
or weak lines not to exceed 55 cents per ton; and to make l.c.l. rates 
130% of carload rates, converted to the nearest multiple of 5 cents. 





Automobile Rates 


The I. C. C., on January 6, 1939, declined to suspend tariffs filed by 
railroads reducing the rates on automobiles, in order to meet motor truck 
competition. The new rates became effective on January 7, 1939. A pe- 
tition for suspension of the rates was filed by the National Automobile 
Transporters’ Association. 





Kansas Intrastate Rates 


The I. C. C. has found that the maintenance of interstate rates on 
petroleum and its products, brick and related articles, and sand and 
gravel and related articles, in the State of Kansas lower than the inter- 
state bases to be unduly prejudicial to interstate shippers and localities 
and to unjustly discriminate against interstate commerce. The Commis- 
sion will withhold the entry of an order carrying its findings into effect 
for a period of 30 days, pending receipt of advice of the action of the 
Kansas State Corporation Commission. 





Kentucky Intrastate Class and Commodity Rates 


The I. C. C. has denied the petition of the Cincinnati Chamber of 
Commerce and others for a reopening, hearing and reconsideration of the 
record in Docket No. 27325—Interstate Class and Commodity Rates in 
Kentucky. 





North Dakota Intrastate Rates 


The I. C. C. has instituted upon its own motion a proceeding, Docket 
No. 28153—Increases in North Dakota Freight Rates and Charges, to 
determine whether rates and charges of common carriers by railroad 
operating in the State of North Dakota for the intrastate transportation 
of products of agriculture and animals and products, pursuant to 
action of the Board of Railroad Commissioners of North Dakota, cause 
undue or unreasonable advantage, preference or prejudice, or are un- 
justly discriminatory against interstate or foreign commerce. The date 
for hearing has not yet been assigned. 
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Intrastate Rates On Anthracite In Pennsylvania 


In I. C. C. Docket 28050—Intrastate Rates on Anthracite in Penn- 
sylvania, the I. C. C. on January 4, 1939, issued an order requiring the 
rail carriers to increase the intrastate rates on anthracite to the level of 
the interstate rates. This necessitates increasing the rate 3 cents where 
the present rate is 84 cents per long ton or less, 5 cents where the present 
rate is 85 cents to $1.12, 11 cents where the present rate is in excess of 
$1.12, and 1 cent in rates on unprepared anthracite coal shipped from 
mine to breakers. 

















New England Service Order Vacated 





























The I. C. C. has vacated Service Order No. 64, issued September 21, 
1938 and corrected November 1, 1938, which was issued by reason of the 
emergency due to flood conditions in certain New England States which 
prevented the usual transportation of traffic upon the lines of carriers by 
railroad in such States. The Commission has announced that transporta- 
tion has been restored to normal making rerouting no longer necessary. 





Gulf, Mobile & Ohio R. R. Consolidation 






There has been filed with the Interstate Commerce Commission, 
application of Gulf, Mobile & Ohio Railroad Company, and Gulf, Mo- 
bile & Northern Railroad Company, for authority in a corporation cre- 
ated by consolidation of the applicants and to be known as Gulf, Mobile 
& Ohio Railroad Company, to issue $17,969,700.00 of first mortgage 
bonds, $6,025,800.00 of general mortgage bonds, 305,750 shares of non- 
par $5.00 preferred stock, and 609,847 shares of non-par common 
stock; to assume the debts of Gulf, Mobile & Northern Railroad Com- 
pany ; to assume certain equipment trust obligations of the Mobile & Ohio 
Railroad Company; to pledge nominally issued first mortgage bonds of 
Gulf, Mobile & Northern Railroad Company in the principal face 
amount of $2,040,000.00, and $700,000.00 principal face amount of New 
Orleans Great Northern Railway Company, First Mortgage Bonds. 
There has also been filed with the Interstate Commerce Commis- 
sion, application of Gulf, Mobile & Ohio Railroad Company, and Gulf, 
Mobile & Northern Railroad Company, for the approval and authoriza- 
tion of the consolidation of the applicants and the unified operation of 
the properties of the applicants and the properties of the New Orleans 
Great Northern Railway Company (now under lease to applicant Gulf, 
Mobile & Northern Railroad Company) and. the acquisition by the con- 
solidated corporation of further control, through exchange of securi- 
ties, of New Orleans Great Northern Railway Company. (F. D. 12272). 
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Milwaukee-North Western Consolidation 


The 1. C. C. heard oral argument on December 15th, on the petition 
of stockholder committees asking for permission to file a plan of reor- 
ganization providing for the consolidation of the Milwaukee and the 
North Western. The reorganization cases of both carriers have been 
closed. Mr. S. H. Cady, General Counsel of the Chicago & North West- 
ern, urged the Commission to permit studies to be made looking to con- 
solidation of the two roads. He said that preliminary studies indicate 
that approximately 1,108 miles of primary main track and branch lines 
of the two roads can be abandoned, with total savings of $15,000,000 
under the consolidation, of which not more than $10,000,000 would be in 
labor costs. Mr. Cady, as well as counsel for the preferred stockholders’ 
committee of the Milwaukee and the common stockholders’ committee of 
the North Western, urged the Commission to exercise ‘‘the coercive 
power under Section 77’’ to require consolidation of these properties. 





Railway Labor Unions Oppose RIAGL Sale to LGA 


The Railway Labor Executives Association has protested to the 
I. C. C. against the proposed sale of the Rock Island, Arkansas & Louisi- 
ana Railroad by the Chicago, Rock Island & Pacific to the Louisiana & 


Arkansas, it being alleged that such sale would injuriously affect not 
only the employees of the Rock Island, Arkansas & Louisiana, but also 
the employees of other Rock Island lines, and that it would result in the 
removal of Rock Island shops from Shawnee, Oklahoma. 





Western Pacific R. R. Company Reorganization 


The I. C. C. has reopened Finance Docket No. 10913—Western 
Pacific Railroad Company Reorganization, for the purpose of consider- 
ing modifications of the reorganization plan heretofore approved by it, 
and heard oral argument on January 20, 1939, on the petitions filed by 
the debtor, the RFC, the R. C. C. and certain bondholders’ committees. 





New York, New Haven & Hartford R. R. Company 
Reorganization 


An amended plan of reorganization for the New York, New Haven 
& Hartford Railroad Company was filed with the I. C. C. on December 
30th. The new plan provides for a further scaling down of fixed 
charges, and leaves but little equity for the stockholders. The plan has 
also been submitted to the District Court of the United States at New 
Haven, Connecticut. 
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Erie R. R. Company Reorganization 


The I. C. C. has adjourned until January 30th, the hearings in the 
Erie Railroad reorganization case. It is expected that the hearings will 
be concluded during the week of January 30th. At the adjourned hear- 
ing the Chesapeake and Ohio Railway, which controls the Erie, will 
offer certain evidence, and witnesses who have heretofore appeared will 
be cross-examined. 





RAILROAD RETIREMENT BOARD PENSIONS AND ANNUITIES 


On November 30, 1938, there were 121,748 persons receiving pen- 
sions or annuities from the Railroad Retirement Board. At that time 
the aggregate payments amounted to $7,595,263.29. There were 75,275 
individuals receiving annuities based upon a complete record of their own 
service and compensation. These annuities average $66.15 per month. 
There were 2,071 annuitants receiving payments based upon approval of 
a partial amount of their claimed service. There were 1,310 survivor 
annuitants, i. e., surviving spouses of employee annuitants receiving sur- 
vivor annuities amounting to $47,026.64 or an average of $35.90 each. 
There were 722 death benefit annuitants receiving $25,893.67 or an aver- 
age of $35.86 each. There were 42,271 pensioners receiving an average 
of $58.25 each, these being individuals who were on the pension or gra- 
tuity rolls of employers whose pensions were taken over by the Railroad 
Retirement Board. There were 100 temporary pensioners receiving an 
average of $44.53 per month. 





SOUTHEASTERN: PASSENGER FARES TO BE REDUCED 


The Southeastern Presidents’ Conference, at a meeting held in 
Washington on December 16th, voted to reestablish a basic passenger 
fare of 114c per mile in coaches in that territory, to become effective so 
soon as tariffs can be published, probably some time in January. 





INTERCHANGE OF CARS WITH ARCH BAR TRUCKS 


The Board of Directors of the Association of American Railroads 
has extended until July 1, 1939, the effective date of Interchange Rule 3, 
Section (t), Paragraph (4), in the 1938 Code, with respect to interchange 
of cars with arch bar trucks. 
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Regulation of Motor Carriers 





1. C. C. Limits Railroad-Owned Truck Lines 


Following a precedent established by it in the Kansas City Southern 
Transport Company Case, the I. C. C. in issuing a common carrier truck 
certificate to the Texas & Pacific Motor Transport Company, an affiliate 
of the Texas & Pacific Railway, imposed the following conditions with 
respect to the service which the Company may perform: 

**(1) The service to be performed by applicant shall be limited to 
service, which is auxiliary to, or supplemental of, rail service of the 
railway : 

‘*(2) Applicant shall not serve, or interchange traffic at, any point 
not a station on a rail line of the railway ; 

‘*(3) Shipments transported by applicant shall be limited to those 
which it receives from or delivers to the railway under a through bill of 
lading covering, in addition to movement by applicant, a prior or suhse- 
quent movement by rail. 

**(4) All contractual arrangements between applicant and the rail- 
way shall be reported to us and shall be subject to revision, if and as we 
find it to be necessary in order that such arrangements shall be fair and 
equitable to the parties; 

**(5) Such further specific conditions as we, in the future may find 
it necessary to impose in order to restrict applicant’s operation to ser- 
vice, which is auxiliary to, or supplemental of, rail service.’’ 





Raitway Labor Organizations Seek Limitation On 
Use Of Trucks By Rail Carriers 


The Railway Labor Executives Association has announced that its 
attorney has been instructed to intervene in all cases now before the 
I. C. C., and brought before it in the future, in which railroads ask for 
certificates under the Motor Carrier Act authorizing them to buy, estab- 
lish or extend motor truck lines. The Commission is to be urged to grant 
such certificates only upon condition that the railroads’ truck subsidiaries 
be limited to the transportation of freight which moves by rail before or 
after it moves by truck. In cases of subsidiaries of the Kansas City 
Southern and the Texas & Pacific the Commission has imposed conditions 
substantially similar to those sought by the Railway Labor Executives 
Association. 





Motor Carrier Act Violations 


A motor carrier of Winchester, Kentucky, has pleaded guilty to a 
criminal information charging him with violations of the Motor Carrier 
Act of 1935, and has been fined a total of $160 and permanently enjoined 
from performing illegal motor carrier operations in the future. He was 


317 








318 1. C.C. PRACTITIONERS’ JOURNAL 





charged with having caused to be issued to him bills of sale for the pur- 
pose of making it appear that he was engaged as a private carrier in the 
transportation of his own property, whereas, as a matter of fact, he was 
engaged in a common carrier business. 

A motor truck operator at Shreveport, Louisiana, upon being con- 
victed, was fined $100 on each of the first five counts in a bill of informa- 
tion charging him with hauling oil field equipment interstate between 
Texas and Louisiana without a certificate from the I. C. C. The fines 


were imposed in the District Court of the United States for the Western 
District of Louisiana. 





Operation of Motor Vehicles By Private Carriers 


In Ex Parte MC-3, the I. C. C. has, at the request of the National 
Council of Private Motor Truck Owners, reassigned the hearings to be 
held for the purpose of establishing reasonable requirements to promote 
the safety of operation of motor vehicles used in transporting property 
by private carriers. The hearings are now scheduled to begin in Wash- 
ington, D. C., on February 20, 1939, and to be concluded at Memphis, 
Tennessee, on March 20, 1939. Examiner R. W. Snow will preside at the 
hearings. 





Motor Carrier Enjoined From Operating In Defiance of |. C. C. 


Judge Johnson of the District Court of the United States for the 
District of Utah has entered a final decree permanently enjoining an 
individual from operating as a contract motor carrier in interstate com- 
merce. This individual had been charged by the I. C. C. with performing 
such operations without a permit, and without having complied with the 
Commission’s tariff and insurance regulations. 





Prosecution of Unlicensed Brokers Sustained 


The United States Circuit Court of Appeals for the Tenth Circuit, 
in the case of Martin v. United States, has held that unlicensed brokers 
engaged in the business of making arrangements, for compensation, for 
transportation of passengers by motor vehicle in interstate commerce 
come within Section 211 of the Motor Carrier Act, 1935, and persons 
who engage in such operations without first having obtained a permit 
from the Interstate Commerce Commission are subject to prosecution. 





1. C. C. Jurisdiction Over Motor Carrier Employees 


The I. C. C. heard oral argument on December 16th, in Ex Parte 
MC-28, a proceeding instituted by it to determine the scope of its 
authority under the Motor Carrier Act, 1935, to regulate the hours of 
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service of motor carrier employees other than drivers. The investiga- 
tion was instituted by reason of the confusion among motor carriers and 
employees as to the status of employees under the Fair Labor Standards 
Act. Generally, the motor carriers argued that Section 204 (a) of the 
Motor Carrier Act should be so interpreted as to include all employees 
of motor carriers engaged in interstate commerce, common, contract and 
private, and within the power of the Commission to regulate. Counsel 
for labor organizations argued that the power of the Commission to regu- 
late employees of common, contract and private motor carriers was 
limited to those classes of employees whose duties are directly related to 
safety of operation. 





Maximum Hours of Service of Motor Carrier Employees 


In Docket Ex Parte MC-2, the I. C. C. has postponed until January 
31, 1939, the effective date of Rule 5 of the regulations issued by it on 
July 12, 1938, so far as they prescribe maximum hours of service for 
common and contract carriers of property and passengers by motor 
vehicle and to the employees of such carriers. 





Annual Reports of Motor Carriers 


The I. C. C. has prescribed an annual report form for the year 
ending December 31, 1938, to be filed by Class I motor carriers subject 
to the Interstate Commerce Act, on or before March 31, 1939. 





Motor Carrier Accidents 


The Bureau of Statisties of the I. C. C. has issued a report covering 
motor carrier accidents from April 1 to December 31, 1937. This report 
covers motor vehicle accidents reported by common and contract carriers 
in accordance with Part IV, Motor Carrier Safety Regulations. The 
Bureau says that consideration of the problem as a whole points out the 
need for adequate investigation of accidents by trained personnel, and 
notes with encouragement that it is now definitely planned to have the 
first safety inspectors given field safety work at the beginning of 1939. 





1. C. C. Bureau Urges Greater Care By Truck Drivers 
At Highway Crossings 


In a report dealing with a collision, between a passenger train and a 
gasoline tank-truck at a highway grade crossing, the Bureau of Safety 
of the I. C. C., in a report made public on December 16th, urged owners 
and operators of such vehicles to have their drivers exert greater caution 
before passing over grade crossings. The report said, in part: 
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“Vehicles transporting inflammables present a greater hazard than other vehi- 
cles at highway grade crossings because of the character of the lading. This is the 
fourth accident, wherein a motor vehicle carrying inflammables was struck by a 
train at a highway grade crossing, that has been investigated by this Bureau in the 
past nine months. There were eleven persons killed and eight injured in these 
accidents; eight of those killed were burned to death. Owners and operators of 
motor vehicles carrying inflammables should take necessary measures to prevent their 
drivers from taking chances at highway grade crossings.” 





Montana Motor Carrier Permits Cancelled 


The Montana Railroad and Public Service Commission has cancelled 

133 rights to certificates of operation of motor carriers for hire in that 

State. The Commission announced that this step had been taken in 

— to insure more efficient administration of the State Motor Carrier 
et. 





Nebraska Rail Rates Reduced To Level of Motor Carrier Rates 


All railroads operating within the State of Nebraska have received 
authority from the State Railway Commission to establish intrastate 
freight rates comparable to those charged by motor carriers, effective 
January 2, 1939. The new rates will represent an average reduction of 
20%, and will affect 90% of the shipments in Nebraska, according to 
Railway Commission officials. Under the new arrangement the rail- 
roads virtually adopt the airline mileage basis used by the motor carriers. 

The rail carriers, in their petition filed on December 19th, and 
which was allowed on December 23rd, said they had been handicapped 
since the establishment of lower rates for trucks on February 14, 1938, 
and pointed out that they anticipated the increased volume of traffic 
would provide much needed revenue. The Railway Commission granted 
the authority without acting on the request of the Nebraska Commer- 
cial Truckers’ Association for a hearing. 





Proportional Rates On Forwarder Traffic Held Unlawful By |. C. C. 


Division 5 of the I. C. C. has found unlawful truckload and less- 
than-truckload proportional rates published by Agent W. L. Meyers by 
application on ‘‘all freight’’ between Chicago and certain stations in 
Wisconsin, Illinois, and Indiana, and between certain other points. 
(I. & S. Docket No. M-247). 

The majority opinion was that the proposed rates, applicable 
chiefly to distribution of forwarding company shipments arriving at 
Chicago and to collection of goods to be consolidated for outbound move- 
ment, were lower than the rates now available on similar shipments for 
other shippers and would lead to a breakdown of the existing rate 
structure. 

In dissenting, Commissioner Eastman stated, among other things, 
that the rates on forwarder traffic below those on corresponding local 
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traffic were justified by the record; that the circumstances and condi- 
tions to which these rates apply differ materially from those applying 
on local traffic; that the commercial and competitive conditions differ, 
these rates applying to parts of much longer through hauls; that this 
traffic costs less to handle than corresponding local traffic; that there is 
a substantial saving in both terminal and solicitation expense; that 
there was no opposition on the part of shippers to the effect that the rates 
would operate to their prejudice or disadvantage; that the comment by 
the majority relating to mixing of shipments (high grade with low 
grade commodities) led to a breakdown of the class rates (nullifying 
their application) was only an intimation without specific findings in 
that respect or indication that the Act was thereby violated. 

Mr. Eastman stated ‘‘Summing up the situation the record clearly 
supports the suspended rates but the majority doubt that it is adequate. 
Such doubt does not justify a finding that the rates are unlawful. At 
most it could only furnish a reason for reopening the case and for the 
presentation of record of facts, if any, upon which the doubt is based; 
but it is very late in the day for such procedure.”’ 





ASSOCIATE JUSTICE OF SUPREME COURT OF THE 
UNITED STATES 


Professor Felix Frankfurter of the Harvard Law School has been 
nominated by President Roosevelt to be an Associate Justice of the Su- 
preme Court of the United States to succeed the late Justice Cardozo. 
His nomination was confirmed by the Senate without a record vote. 





NATIONAL RAILROAD ADJUSTMENT BOARD AWARD 
CONTESTED 


The Washington Terminal Company has filed a suit in the District 
Court of the United States for the District of Columbia to test in a 
court action the demand of the Brotherhood of Locomotive Firemen and 
Enginemen and the Brotherhood of Railroad Trainmen that the Termi- 
nal be required to employ special additional switch engine crews to 
back trains of empty passenger cars between the passenger station and 
the storage yard. This work has hitherto been performed by the engine 
crew which brings the train in or takes it out over the road. 

The claim of the Brotherhoods was recently sustained in Award No. 
3115 handed down by the First Division of the National Railroad Board 
of Adjustment at Chicago. The Washington Terminal contends that the 
demand of the men is not covered or supported by any contract provision. 





United States Supreme Court Action 


The United States Supreme Court handed down opinions in the 
following cases on January 3, 1939: 


In No. 63—Connecticut Railway and Lighting Company v. Palmer, 
et al., as Trustees of the Property of the New York, New Haven & Hart- 
ford Railroad Company, the Court held that the claim of an owner of 
transportation properties, as lessor in proceedings for the reorganization 
of the lessee under Section 77 of the Bankruptcy Act, for damages from 
rejection of the lease by Trustees appointed in the reorganization pro- 
ceeding, is not limited to the amount of damage suffered from the time 
of the rejection of the lease to the latest practical date for presentation 
of the claim, measured by the difference between the rent reserved and 
the earnings of the properties during such period, but that the measure 
of damages allowable to the lessor for the rejection of an unexpired lease 
is the actual damage without restriction thereof. 

The Court held that the failure of Congress to provide a definite 
formula for the measurement of damages for loss of future rent in 
Section 77, similar to that provided in Section 77B for reorganizations 
of corporations generally, indicates that Congress did not consider such 
a formula appropriate in railroad reorganizations. Since, under the 
Act, damages are determinable in accordance with principles obtaining 
in equity proceedings, and equity principles permit allowance for claims 
for future rent without restriction of allowance to accrued damages, 
Congress did not restrict such damages. 


In No. 133—Baltimore & Ohio Railroad Company, et al. v. United 
States, et al., the Court sustained the order of the I. C. C. entered on 
February 2, 1937 (220 I. C. C. 102) in Ex Parte 104—Part VI—Ware- 
housing and Storage of Property by Carriers at the Port of New York, 
which directed certain railroads serving the Port of New York district 
to cease and desist from permitting shippers over their lines from occu- 
pying space by lease or otherwise in warehouses, buildings or on piers 
owned or controlled directly or indirectly by, or affiliated with, the rail- 
roads at rates and charges which failed to compensate the railroads for 
the cost of providing the space, and to abstain from storing, handling 
or insuring goods for shippers at less than cost. The order of the I. C. C. 
was based upon a finding that the warehouse services were rendered at a 
charge below cost to the railroads, although there was no further finding 
that the reasonable value of the services was above the charge. The Court 
held the order of the Commission not to be invalid as to the so-called 
storage-in-transit charges. 


In No. 55—McDonald v. Thompson, the Court denied a petition for 
rehearing filed by the I. C. C. The Court’s decision of December 5, 1938, 
therefore, is final. 

In this case the Court held that the operations of a Texas motor car- 
rier operator, performed under the protection of an injunction, were in 
defiance of State law, and, therefore, not ‘‘bona fide’’ under the ‘‘grand- 
father’’ clause of the Motor Carrier Act, 1935. 
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The I. C. C., in its petition for rehearing filed December 30, 1938, 
told the Court that its ruling would make it extremely difficult to 
administer the Motor Carrier Act, 1935, and indicated that the Court’s 
decision might readily be interpreted as having decided the important 
question of State and Federal jurisdiction in favor of the States. The 
Commission pointed out that in the Slagle Case it had held that mere 
noncompliance with a State law is not, by itself, sufficient to brand a 
earrier’s operations with the stigma of bad faith, and that there must be 
additional elements, such as the operations begun as a mere show, with 
knowledge of impending legislation, not in pursuance of any well con- 
ceived plan of furnishing transportation service, but for the purpose of 
securing rights to operate, or some other element of pretense or conceal- 
ment for the purpose of preventing State authorities from having the 
opportunity of enforcing statutory requirements. 


The Court handed down no opinions or orders on January 9th of 
interest to members of this Association. It announced, however, that it 
would be in recess from January 16th to January 30th. 


The Court has denied petitions for writs of certiorari, thus declin- 
ing to review the following cases: 


No. 468—Stegel v. Missouri-Kansas-Texas R. R. Co., which was an 
action under Federal Employers’ Liability Act to recover damages for 
injuries sustained by the brakeman, the evidence showing that one of 
five cars being switched at the time of the accident was destined for and 
was actually shipped to a point outside of the State. The Supreme Court 
of Missouri [119 S. W. (2d) 376] ordered the cause remanded with in- 
structions to reinstate verdict of jury for railroad, holding that, as mat- 
ter of law, the brakeman was not engaged in interstate commerce at the 
time of his injury. 


No. 472—Terminal Railroad Association of St. Lowis v. Aly, which 
was an action under Federal Employers’ Liability Act for injuries sus- 
tained by a switch foreman while attempting to board a tender, it being 
alleged that the footboard was in defective condition, in violation of the 
Boiler Inspection Act. The Supreme Court of Missouri [119 S. W. (2d) 
363] affirmed a judgment of recovery by the foreman, holding his testi- 
mony constituted substantial evidences of railroad company’s negli- 
gence. 


No. 473—Humphrey, et al. v. Southern Pacific Company, which was 
an action for death of an automobile driver in collision with a train 
within a city of 700 population. The trial court excluded evidence 
offered by the railroad company of an ordinance prohibiting driving at 
more than fifteen miles per hour. The United States Circuit Court of 
Appeals for the Ninth Cirenit [97 F. (2d) 29] reversed the judgment of 
recovery, holding that the exclusion of the ordinance on issue of con- 
tributory negligence constituted reversible error, because a- valid and 
municipal ordinance is binding on all persons within its limits. 





Book Review 


HALEY ON MOTOR CARRIER ACT AND OTHER PHASES OF ADMINISTRATIVE LAW, 
BY HERBERT P, AND V. L, HALEY. DENTON, MARYLAND: RUE PUBLISH- 
ING COMPANY.! 


Between two covers the authors have presented in convenient form a 
clear description of the facts and relevant conclusions reached in leading 
Commission decisions interpreting the more important phases of the 
Motor Carrier Act; and some Supreme Court (save one) decisions pass- 
ing upon questions of evidence and procedure before the Commission 
and certain other administrative agencies. It is a case book. Over sixty 
decisions are described. 

The first 19 pages are devoted to court decisions relative to pro- 
cedural matters, and the remaining 116 pages to cases under the Motor 
Carrier Act. 

In the portion dealing with the Motor Carrier Act, each chapter 
carries a quotation of the statutory provision applicable to the particu- 
lar subject under consideration, followed by a description of the facts 
in, and quotation from the decision of the Commission in one or two of 
the principal cases iuterpreting that statutory provision. The various 
cases cited pass upon requisites necessary for a common or a contract 
carrier to come within the ‘‘grandfather’’ clauses of the act, the condi- 
tions which must be met by an applicant in filing under the ‘‘grand- 
father’’ clauses, treating specifically factors such as ‘‘fit, willing, and 
able,’’ ‘‘public convenience and necessity,’’ ‘‘consistent with public 
interest,’’ ete. Cases embracing questions as to brokerage, licenses, con- 
solidation, merger or acquisition of control, issuance of securities, insur- 
ance, and rates, fares and charges are described. 

Desirable additions could have been made by the authors by includ- 
ing, either as parenthetical expressions or marginal notes, reference to any 
sequels that may have occurred in connection with any of the cases cited. 
As illustrative, the authors discuss the ruling of the Supreme Court in 
the Orient Divisions Case concerning Rule XIII of the Commission’s 
Rules of Practice, which then provided that the Commission will take 
notice of items in tariffs and annual reports properly on file. Later, as a 
result of that decision the Commission revised the wording of that rule 
of practice. As another illustration, reference is made to the first deci- 
sion in the Florida Log Case wherein the Supreme Court held that the 
Commission did not make necessary finding required to support its 
order; but no reference is made to the later decisions in the same court 
touching upon the same proceeding. 

As indicated, this book constitutes ready reference in convenient 
form to these salient decisions of court and Commission. 


—WakrREN H. WaGneER? 


1 136 pages, exclusive of index. $3.00. . ey “* 
2 Chairman, Committee on Education for Practice, Association of Practitioners. 





Report of Committee to Submit Recommenda- 
tions Upon the General Transportation 
Situation to the President 


Members desiring to obtain a copy of this report should write to the 
Executive Secretary, 2218 I. C. C. Building, Washington, D. C., enclos- 
ing 10¢c in postage to pay for cost of mailing. 
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Bills Introduced in Congress 


The following bills have been introduced in the 76th Congress: 


ADMINISTRATIVE COURT 


H. R. 234— introduced by Mr. Celler, of New York, on January 3, 
1939, to establish a United States Administrative Court to expedite the 
hearing and determination of controversies with the United States, and 
for other purposes. 


COASTWISE TRAFFIC REGULATION 


H. J. Res. 18—introduced by Mr. Knutson, of Minnesota, on Janu- 
ary 3, 1939, stating whether coastwise traffic should be subject to gov- 
ernmental regulation under the Interstate Commerce Commission. 


{Directs I. C. C. to report to a whether and to what extent coastwise 
traffic should be subjected to regulation. 


CORPORATE OFFICERS—LIMITING SALARIES 


H. R. 1812—introduced by Mr. Burdick, of North Dakota, on Janu- 
ary 5, 1939, limiting the annual salaries of employees of corporations 


and others who apply to the Government of the United States for credit 
or other assistance. 


COTTON—-PREFERENTIAL RATES 


H. R. 49—introduced by Mr. Fulmer, of South Carolina, on Januv- 
ary 3, 1939, to regulate interstate shipments of cotton, and for other 
purposes. 


(Directs I. C. C. to establish preferential rates on cotton.] 


FEDERAL EMPLOYERS’ LIABILITY ACT AMENDMENTS 


H. R. 972—introduced by Mr. Allen, of Pennsylvania, on January 
3, 1939, to amend the Act entitled ‘‘An Act relating to the liability of 
common carriers by railroad to their employees in certain cases,’’ ap- 
proved April 22, 1908. 


{Where action brought under State Workmen’s Compensation Law is defended 


on proved employee was engaged in interstate commerce, in any action later brought 
un 


r Federal Employers’ Liability Act minimum damages shall be equivalent to 
compensation provided by Workmen’s Compensation Act.] 


FEDERAL HIGHWAY SAFETY AUTHORITY 


H. J. Res. 24—introduced by Mr. Kennedy, of Maryland, on Janu- 
ary 3, 1939, to create a Federal Highway Safety Authority, composed of 
representatives of the Federal Government, to be designated by the 
President, and representatives of national organizations, to be designated 
in the same manner. 
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FLORIDA (ATLANTIC-GULF) SHIP CANAL 


H. R. 10—introduced by Mr. Green, of Florida, on January 3, 
1939, for the completion of the construction of the Atlantic-Gulf Ship 
Canal across Florida. 


FREIGHT CHARGES—RELIEVING CONSIGNOR 


H. R. 789—introduced by Mr. Buck, of California, on January 3, 
1939, to amend the Interstate Commerce Act by providing that the ship- 
per shall not be liable for charges in certain cases. 


(Relieves shipper or consignor of liability for ae charges when notice given 
carrier, ‘ to time of delivery, to deliver freight only upon payment of all tariff 
charges. 

FUEL OIL-—TAX ON 


S. 286—introduced by Senator Neely, of West Virginia, on Janu- 
ary 4, 1939, to impose taxes on fuel oil. 


H. R. 2196—introduced by Mr. Kee, of West Virginia, on January 
11, 1939, to impose taxes on fuel oil. 


{Im tax of 3 cents gallon on fuel oil sold for generation of heat or 
ie for use as fuel for an internal combustion eal 


GENERAL TRANSPORTATION BILL 


H. R. 2531—introduced by Mr. Lea, of California, January 13, 1939, 
to redistribute the functions of the Interstate Commerce Commission 
with a view to more efficient exercise of rate-making authority ; to extend 
the jurisdiction of the Commission in relation to the fixing of minimum 
rates, and rates for inland water transportation; to create a Railroad 
Reorganization Court, and for other purposes. 


I. C. C. APPOINTMENTS—LIMITATION ON 


_ H.R. 48—introduced by Mr. Fulmer, of South Carolina, on Janu- 
ary 3, 1939, to limit appointments hereafter made to the Interstate Com- 
merce Commission so that not more than one individual from any one 
Federal land-bank district shall serve thereon. 


LAKES-TO-GULF WATERWAY 


H. R. 7—introduced by Mr. Parsons, of Illinois, on January 3, 1939, 
to promote interstate and foreign commerce, to improve the naviga- 
bility of the Lakes-to-the-Gulf Waterway, and for other purposes. 


LONG AND SHORT HAUL CLAUSE—REPEAL 


H. R. 97—introduced by Mr. Martin, of Colorado, on January 3, 
1939, to amend paragraph (1) of section 4 of the Interstate Commerce 
Act, as amended February 28, 1920 (U.S. C., title 49, sec. 4). 


[Same as Pettengill Fourth Section Bill, H. R. 1668, 75th Congress. Repeals. 
long and short haul clause.] 
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MOTOR CARRIER ACT AMENDMENTS 


S. 254—introduced by Senator MeNary, of Oregon, on January 4, 
1939, to amend paragraph (14) of subsection (a) of section 203 of the 
Motor Carrier Act, 1935. 


H. R. 2395—introduced by Mr. Angell, of Oregon, January 12, 1939, 
to amend paragraph (14) of subsection (a) of section 203 of the Motor 
Carrier Act, 1935. 


{Strikes out the words—“except to the extent that these operations are subject 
to the provisions of part I.” This would give I. C. C. jurisdiction, under Motor 
Carrier Act, over operations of express or forwarding companies, and the motor 
vehicle operations of rail and water carriers.] 


S. 167—introduced by Senator Nye, of North Dakota, on January 
4, 1939, to amend clause (4b) of subsection (b) of section 203 of the 
Motor Carrier Act, 1935. 


[Includes federations of cooperative associations in the exemption provisions.] 


MOTOR VEHICLES—OPERATION BY UNLICENSED OPERATORS 


S. 25—introduced by Senator Truman, of Missouri, on January 4, 
1939, prohibiting the operation of motor vehicles in interstate commerce 
by unlicensed operators. 


NEGATIVE ORDERS OF I. C. C.—REVIEW OF 


H. R. 1976—introduced by Mr. Ramspeck, of Georgia, on January 
9, 1939, to amend title 28, section 41, subsection 27, of the Judicial Code. 


[Provides for judicial review of “negative” orders of I. C. C.] 


PASSENGERS—-PROHIBITING SEGREGATION 


H. R. 182—introduced by Mr. Mitchell, of Illinois, on January 3, 
1939, to amend the Transportation Act (U.S. C., title 49, see. 3 (1), so 
as to prohibit the segregation of interstate passengers on account of race, 
color, or religion. 


RAILROAD RETIREMENT ACT AMENDMENTS 


S. 306—introduced by Senator Clark, of Missouri, on January 4, 
1939, to provide for including periods of service while in the armed forces 
of the United States during the World War for the purposes of the 
Railroad Retirement Acts. 


S. 328—introduced by Senator Davis, of Pennsylvania, on January 
5, 1939, to amend sections 1 and 2 of the Act entitled ‘‘ An Act to estab- 
lish a retirement system for employees of carriers subject to the Inter- 
state Commerce Act, and for other purposes,’’ approved August 29, 
1935, as amended. 
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H. R. 285—introduced by Mr. Taylor, of Tennessee, on January 3, 
1939, to amend sections 1 and 2 of the Act entitled ‘‘An Act to estab- 
lish a retirement system for employees of carriers subject to the Inter- 


? 


state Commerce Act, and for other purposes, 
1935, as amended. 


[Time spent in military service in World War and time lost on account of disa- 
bility would be counted in computing service of applicants for annuities.] 


approved August 29, 


H. R. 2298—introduced by Mr. Van Zandt, of Pennsylvania, on Jan- 
uary 11, 1939, to amend Railroad Retirement Act. 


{Would compel retirement of railroad employees at age of 65.] 


H. R. 2313—introduced by Mr. Van Zandt, of Pennsylvania, on 
January 11, 1939, to amend Railroad Retirement Act. 


pee retirement with full annuities at 60 years of age, or with 30 years of 
service. 


RATES—EQUALIZATION OF GEOGRAPHICAL SECTIONS 


S. 126—introduced by Senator McKellar, of Tennessee, on January 
4, 1939, to amend the Interstate Commerce Act, as amended, with re- 
spect to charges for transportation of property between different freight- 
rate territories, and for other purposes. 


S. 137—introduced by Senator Bankhead, of Alabama, on January 
4, 1939, to amend sections 3 and 15a of part I of the Interstate Com- 
merce Act. 


§. 158—introduced by Senator Hill, of Alabama, on January 4, 1939, 
to amend section 1, paragraph 5, of the Interstate Commerce Act, as 
amended. 


S. J. Res. 27—introduced by Senator Hill, of Alabama, on Janu- 
ary 5, 1939, to amend the joint resolution of January 30, 1925 (ch. 120, 
43 Sta. 801; U.S. C., title 49, see. 55). 


H. R. 188—introduced by Mr. Ramspeck, of Georgia, on January 3, 
1939, to amend section 1, paragraph 5, of the Interstate Commerce Act, 
as amended. 


(To equalize freight rates between various sections of the country.] 


TRAVEL-—ENCOURAGEMENT OF 


S. 307—introduced by Senator Bailey, of North Carolina, on Janu- 
ary 5, 1939, to encourage travel in the United States and for other pur- 
poses. 


H. R. 1792—introduced by Mr. Lea, of California, on January 5, 
1939, to encourage travel in the United States and for other purposes. 
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UNDISTRIBUTED PROFITS TAX 


H. R. 215—introduced by Mr. Celler, of New York, on January 3, 
1939, to amend the Revenue Act of 1936 with respect to the surtax on 
undistributed profits. 


{Would allow credit for expenditures for debt reduction and improvements.) 


H. R. 788—introduced by Mr. Ludlow, of Indiana, on January 3, 


1939, to repeal the undistributed profits tax imposed by the Revenue Act 
of 1938. 





52nd Annual Report of I. C. C. 


Any member desiring to secure a paper-bound copy of the Com- 
mission’s 52nd Annual Report may do so by writing the Executive Secre- 
tary and forwarding 15c in postage to cover the cost. 
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Practitioners Before Maritime Commission 
Consider Need For Association 


On Friday, January 13, 1939, a number of registered practitioners 
before the United States Maritime Commission held a meeting at the 
Raleigh Hotel in Washington to consider the formation of an Association 
of Practitioners before the Maritime Commission similar to the Associa- 
tion of Practitioners before the Interstate Commerce Commission. 


The following registered practitioners before the United States 
Maritime Commission were present at the meeting: 


Milton P. Bauman, New York City Howard S. LeRoy, Washington, D. C. 
E. D. Sheffe, New York Cit ty Harry G. Schad, Philadelphia, ’Pa. 

J. S. Benn, Jr. Philadelphia, Pa. R. Granville Curry, Washington, D..G. 
Charles J. Browne, New York City Frederick M. Dolan, foe om D. C. 


W. R. McDonald, New York Cit Wilbur La Roe, Jr., Washington, D. C. 
Henry J. Saunders, Washington, b. C. N. Ward Guthrie, Washington, D. C. 
Lt. S. S. Isquith, Norfolk Navy Yard, Parker McCollester, New ork City 


Portsmouth, Virginia W. W. Weller, Newark, N. 

R. W. J. Fi yan, Mt. Vernon, N. Y. Robert P. Smith, Washington, D.C. 
John A. O’Rourke, Miami, Florida ey C. Colquitt, Washington, D. C. 
M. G. de Quevedo, Washington, D.C. alph A. Cusick, Phisdeenie, D. C. 
T. E. McAndrews, New York City George A. Duffy, Philadelphia, Pa. 


The meeting was called to order by Milton P. Bauman of New York 
City. Mr. Bauman informed the practitioners present that there are 352 
lawyers and 207 non-lawyers, or a total of 559 persons, admitted to 
practice before the United States Maritime Commission. 

The purpose of calling this meeting together was to ascertain if it is 
advisable to form an Association of Practitioners before the United 
States Maritime Commission. Mr. Bauman informed the meeting that 
he had been in communication with the Secretary of the Maritime Com- 
mission and that the Commission feels that an Association of Practition- 
ers before that body would be desirable. 

Some of the practitioners present felt that instead of forming 
independent bar associations for the various administrative tribunals 
that there should be one administrative bar association, with sections 
representing the different tribunals. 

After lengthy discussion, a motion was made by Mr. Parker Me- 
Collester that : 


A committee (without instructions) be appointed to study the 
entire field, to give consideration for the need of an Association of 
Maritime Practitioners, and if there is need of such an association 
whether it should be independent of the Association of Practitioners 
before the Interstate Commerce Commission or merge with it or 
other similar organizations. 


The motion was seconded by Mr. Howard Le Roy and unanimously 
adopted. 
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The committee appointed consists of : 


Milton P. Bauman, New York City, F.C. 

Chairman & Executive Secretary. R. C. Fulbright, Houston, Texas 
Charles R. Seal, Baltimore, Maryland. E. H. Thornton, New Orleans, La. 
M. G. de Quevedo, Washington, D. C. na ——. San Francisco, California 
Parker McCollester, New York “yd m. C. McCulloch, Portland, Oregon 
Robert P. Smith, Washington, D. C. A. Hodgman, San Diego, California 
J. W. Montigney, Cleveland, Ohio 


Hillyer, Jacksonville, Florida 


A sub-committee representing the North Atlantic Ports was ap- 
pointed, consisting of: 


|<] 


M. G. de Quevedo, Washington, D. C. Harry G. Schad, Philadelphia, Pa. 
Wilbur La Roe, Jr., Washington, D.C. |W. W. McCoubrey, Boston, Mass. 
Parker McCollester, New York City H. J. Wagner, Norfolk, Virginia 

E. D. Sheffe, New York Cit Charles R. Seal, Baltimore, Maryland. 
W. M. Carney, New York City 


The committee is to report at another meeting to be called presum- 
ably prior to the meeting of the Association of Practitioners before the 
Interstate Commerce Commission at San Francisco, California, im July, 
1939. ! 





